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THE HARVEST OF VICTORY 


HE signature of peace with Germany at Versailles on 

June 28, 1919, imposes on all thinking people the duty 
of standing back from the canvas of the last five years and 
forming a judgment as to its real significance for the 
future. Everybody has been so preoccupied with the day 
to-day work of the war or with the details of peace and 
reconstruction that it has been difficult to reach any well- 
proportioned conclusions about the new world which has 
been brought into being. It is the purpose of this article 
to make a brief survey of this momentous period with the 
object of arriving at the broad policy which the progressive 
nations in general, and the British Commonwealth in 
particular, should attempt to pursue in the future. 


I. BreroreE THE STORM 


F we cast our eyes back to the beginning of 1914 we 

can now see clearly the elements of the cataclysm which 
immediately followed. In the heart of Europe lay a mass 
of some 120,000,000 people organised directly and indirectly 
under the Prussian military system with the principal 
purpose of forcing a way to a position of dominance in the 
world through the use of military power. To this group 
Turkey was attached by strong military and economic 
_bonds. The idea that war for wrongful ends was simply 
murder on a vast scale, and that nations no less than 
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individuals ought to guide their conduct according to 
principles of morality and justice, was openly repudiated 
throughout the length and breadth of the Central Empires. 
To the German people the world consisted of a great 
number of nations, some progressive, some backward, some 
strong, some weak, but all of them engaged in a mutual 
struggle for existence and power. ‘The race was to the 
swift, and the victory to the cunning and the strong. No 
law could be discerned which could bring this disordered 
mass into some kind of harmonious government except 
that one nation should impose its will by force upon all the 
rest. 

To the east of Germany lay the Russian Empire, an 
effete autocracy, formidable not through its efficiency, but 
merely through the numbers of people it controlled, and 
on the whole pacific, partly because of internal revolutionary 
troubles, and partly through fear of its more active and 
aggressive German neighbour. 

On the other side were France, Great Britain and the 
United States. These three democracies were in varying 
degrees intensely preoccupied with their own affairs. 
France took an interest in European politics mainly because 
it saw in an alliance with Russia the only hope of saving 
itself from being overwhelmed by the military strength 
of Germany and its allies. Great Britain felt the 
menace of the growing German navy and realised dimly 
that its own freedom was bound up in some way or other 
with preventing Germany from establishing a military 
dictatorship over Europe. America was both wholly 
ignorant of and wholly uninterested in European affairs. 
It was absorbed in the development of its own country 
and the assimilation of a vast stream of immigrants. Its 
foreign policy was concentrated partly in the Washingtonian 
doctrine that it must avoid entangling alliances, and partly 
in the Monroe doctrine of “‘ Hands off America, in return 
for which I will keep mine off Europe.” If these three 
Western Powers were pacific and liberal, they had given 
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even less thought to the practical problem of bringing 
unity and peace to the world than Germany had done. 
The rulers of Germany had a plan, though a wicked plan. 
The Western world as a whole had no plan, and public 
opinion was allowed to drift into aimless sentimental 
vapourings about the virtues of universal peace and the 
evils of preparedness for defence, thereby giving the 
militarists of Germany the encouragement and opportunity 
they required. 

To the South, Italy was a somewhat uncomfortable 
member of the Triple Alliance. She was a member of 
that Alliance not so much from sympathy as from necessity. 
She had been left with a frontier which gave a road to her 
hereditary enemy into the heart of her industrial districts. 
It was impossible for her to break away without having first 
the certainty that she could join a combination which 
would secure her from being dealt with in isolation. 

In the Far East Japan was pursuing a dubious policy 
of her own. After a wonderful assimilation of Western 
ideas, she had the alternative of becoming a leader of the 
Far Eastern peoples, rather as England had been a leader 
in political and economic development throughout the 
West in an earlier age. She had equally the opportunity 
of following the example of Germany and attempting to 
make herself master of these peoples by force and intrigue. 
There is little doubt that before the war she was largely 
influenced by a class whose aim was to establish a Japanese 
hegemony in the Far East on Germanic lines. But happily 
the alliance with Great Britain was maintained and the 
war found her ranged on the side of the Allies. 

The Dominions of the British Commonwealth, Canada, 
Australia, South Africa and New Zealand, stood outside the 
ring of world politics. Sheltered behind the British Navy, 
they were almost entirely absorbed in the problem of 
developing the vast territories which they owned. Only in 
the years immediately preceding the war, owing to the 
persistent menace of German armaments and diplomacy and 
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the uncertainty as to the future attitude of Japan, had they 
begun actively to prepare to defend the Commonwealth in 
the event of war. 

The little nations of Europe, overshadowed by their 
mightier neighbours, influenced the general international 
problem directly but little, except in the Balkans, where 
frontier and race disputes, handed down from the days of 
Turkish misrule and fostered by the cynical diplomats of 
Central Europe, provided inflammatory material which 
might be used for bringing about a general conflagration. 

Finally, there were the millions of relatively backward 
peoples in Asia and Africa. The control of the great 
majority of these was in the hands of the European Powers. 
Some of these Powers recognised their function as trustees. 
Some did not. As, however, the industrial development 
of the world grew apace, the demand for raw materials 
from the tropics and other territories inhabited by the 
backward races became ever greater, and the scramble for 
colonies, which seemed almost to have ceased with the 
partition of Africa, became once more an important factor 
in the general international polity. 

The most conspicuous consequence of this welter of 
disunion and rivalry into which the world was divided was 
the universal race for armaments. There being no effective 
reign of law among the nations, every people was forced to 
rely upon its own strength for its security and its rights. 
Big States fortunately situated, like the British Empire 
and America, fancied they were able to stand alone. But 
all the other States when threatened from without were 
forced to enter into alliances with their neighbours in order 
to maintain together such a balance of power that their 
opponents could not reckon with certainty on being able to 
get their way by force. The centre of the international 
situation, therefore, before the war, was the European 
balance of power, in which France and Russia, with Britain 
an uncertain factor in the background, attempted to main- 
tain a combination equal in strength to the aggressive 
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organisation of the Central Powers. The other nations of 
Europe, while maintaining some kind of local balance, also 
tended to lean upon one or other of the two principal groups. 
America stood outside the ring, practically unconscious of 
what was going on. 

This was the confused situation in which the world stood 
when the murder of the Archduke Franz Ferdinand on 
June 28, 1914, gave the opportunity to the military autocrats 
in Central Europe to put their doctrines to the test. They 
did not believe that there was a true balance of power in 
Europe. They had long been convinced that by a sudden 
and carefully-planned attack the balance could be upset and 
their own hegemony established once and for all. They 
had now the excuse for provoking a conflict which, as they 
believed, would lead them straight to the domination of 
the world. 


II. 1914-1919 


T is unnecessary for the purpose of this article to record 

in any detail the history of the war, but it is important 
to note the gradual development of public opinion during 
its course as to the issues which were at stake. 

At the outset the war was regarded on the continent 
of Europe as a struggle for liberty against the manifest 
determination of the German autocracy to make its neigh- 
bours subservient to its will by force of arms. This was 
the predominant feeling among all the nations of Europe 
who were involved in the war against Germany. 

In Great Britain and the British Empire, however, there 
was a somewhat different idea. Being separated from the 
continent of Europe by the sea, they were more remote 
from its troubles, and the danger to their own liberty from 
German aggression was neither so real nor so apparent. 
What took the British Empire wholeheartedly into the war 
was the violation of the neutrality of Belgium, and, still more, 
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the orgy of frightfulness by which it was accompanied. 
These brutal acts offended the sense of justice of the 
British peoples, and from the outset their purpose was not 
merely the liberation of the attacked peoples, but the 
vindication of public right by the destruction of that 
Prussian militarism which had plotted the war for its own 
ends. 

For the first two and a half years of the war controversy 
raged throughout the neutral world as to the merits of 
the issue. Propagandists from both sides flooded the news- 
papers and the bookstalls, to say nothing of the platform, 
with explanations and apologias. As the war progressed 
and the point of view of the Allies became known, the 
moral judgment of mankind: began to set decidedly against 
Germany, especially in those territories which were beyond 
the reach of Germany’s sword. Indeed, the only argu- 
ment upon which Germany could really depend was that 
of military success, which reached its climax in the over- 
throw of the Russian army and the opening of the road to 
Turkey in the autumn and winter of 1915-16. But the 
judgment of the neutral world was not sufficiently decisive 
to lead it to take action for either side. Indeed, by the 
end of 1916 the war seemed—to those at least who did not 
take sufficient account of British sea-power—to have reached 
astalemate. The attempt of the Germans to repeat in the 
West the success they had already achieved in the East was 
definitely broken by the French at Verdun. On the other 
hand, the attempt of the Allies to break in the Western front 
on the Somme was no less a failure. At that time there was 
apparently no military end to the war in sight. 

Then the Germans took the decision in regard to the 
unlimited submarine campaign. The military arguments 
for the policy were overwhelming. The Germans believed 
that with their vast strength in submarines they could 
drive the merchant marine from off the sea. There 
seemed to be no other method of bringing the war to a 
successful issue. The submarine campaign, it is true, was 
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a direct attack on neutral rights; but if its promise was 
fulfilled, it would not matter what the neutrals did, because 
they would be unable to bring aid in practical form to the 
Western Allies. Hence in January the Germans announced 
their intention of cutting the communications of the 
Allies by sinking at sight every merchant ship, whether 
belligerent or neutral, which came within the war zone as 
defined by them. 

The inauguration of the unrestricted submarine campaign 
was a definite challenge to the whole civilised world, already 
shocked by the “ restricted ” use of German submarines. 
It finally set up the Germanic doctrine that might was right 
and that military force was the real arbiter of human 
affairs. The Allies had long argued that neutrality in a 
war of this kind was a moral failure and that no self-respect- 
ing nation could remain neutral in a struggle which was 
obviously one between right and wrong. The German 
submarine campaign forced home this issue upon the neutral 
world by making it necessary for them to decide whether 
they were going to permit the Germans to destroy the lives 
and property of their citizens with impunity. By April 2nd 
the United States had made up its mind and entered the 
war on the side of the Allies. 

America’s entry into the war made a deep impression 
on the world. The fact that the United States, the one 
great independent neutral, potentially the most powerful 
nation in the world, had definitely thrown its weight into 
the scale against Germany, proved conclusively that the 
moral judgment of mankind had decided against the 
German claims. This fact was still more emphasised by 
the subsequent declaration of war on Germany by a 
number of minor nations in Central and South America, 
by China and one or two others. 

But the entry of America had a further effect. It 
greatly strengthened the idealist conception of what the war 
was about. ‘That conception is perhaps best expressed in 
President Wilson’s well-known phrase that America entered 
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the war in order “ to make the world safe for democracy.” 
The United States had always stood outside the main 
current of international affairs. It was, indeed, its national 
policy to do so. It did not understand the intricacies 
of the European problem, and for years it was confused 
by the propaganda of both sides as to the merits of each 
in the war. Butif America was disinterested in international 
affairs it was of all nations the greatest champion of practical 
-democracy. Individual rights might not be so safeguarded 
in America as in Great Britain, and the reign of law might 
be less perfect, but there was no American who did not 
subscribe unhesitatingly to the doctrine that the cure for 
all social and political ills lay in giving complete power to 
the people to work out practical reforms for themselves. 
America indeed had carried its belief in democracy to such 
a point that it had divided the government of its affairs 
between 48 State legislatures and one federal congress, and 
had given the vote to millions of immigrants from Europe, 
many of whom had had no experience of political responsi- 
bility before they set foot on American soil. 

By the spring of 1917 America had come to see clearly 
that the war was not merely a war to restore national 
freedom to Europe or to overthrow the arrogant militarism 
of Prussia, but was a war to make certain that democracy 
should prevail over the length and breadth of the earth. 
This view rapidly affected all the Allies, and gave a revived 
enthusiasm to their war aims. 

Almost at the same time that America entered the 
war there occurred another event which had a profound 
effect, not only on the military, but on the political future 
of the war. This was the Russian revolution of February- 
March, 1917. The military effect of the revolution was 
not fully apparent until the second or Bolshevik revolution 
of November, 1917, finally destroyed the Russian army and 
led to the Brest-Litovsk peace. This gave Germany, whose 
attempt to cut the communications of the Allies by the 
submarine campaign had failed, her last chance; for by 
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liberating her Eastern armies it enabled her to concentrate 
all her resources on a desperate attempt to destroy the 
Allied armies in the West before the American forces could 
reach the Western front in strength. ‘The Russian revolu- 
tion, however, liberated a vast mass of political doctrine. 
This was summed up in the phrase which emerged from the 
Russian revolution that peace should be immediately 
established on the basis of “ no annexations, no indemnities, 
and the self-determination of all peoples.” 

This formula greatly strengthened the idea which had 
already secured some measure of recognition that there could 
be no lasting peace which did not draw national frontiers 
in accordance with the wishes of the peoples and which 
did not make democracy the rule from one end of Europe 
to the other. But it also gave impetus to other doctrines 
which were not so salutary. ‘The Russian revolution, which 
at the outset was in the hands of genuinely democratic 
leaders, was soon captured by a body of fanatics whose whole 
mind was concentrated on the class war. The Bolsheviks 
had no sympathy with democracy and other Western ideals. 
Their panacea for human ills was an inverted autocracy, 
with absolute power wielded by proletarian doctrinaires 
instead of by aristocratic reactionaries. To them the 
European war was naturally not a struggle between auto- 
cracy and democracy, for they did not believe in democracy, 
but a war engineered by capitalist Governments who had 
bamboozled their peoples to fight one another in order 
that they might not discover how they were exploited by 
their own rulers. Accordingly their international policy 
was immediate peace between nations on the basis of a 
general condonation of the past in order that the way 
might be open for a new war—the universal class war. 

The example of the Russian revolution, and the general 
war weariness, gave these doctrines a considerable vogue 
throughout Europe in the autumn and winter of 1917-18. 
In fact the struggle at this time was transferred almost 
entirely to the political sphere. ‘The project of a Stockholm 
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Conference and the general extremist agitation of this 
period are illustrations of the attempt to induce the 
Western peoples to throw away the fruits of their heroism 
and sacrifice, and to compromise with the militarist 
autocracy whose complete overthrow was the only road 
to national freedom and lasting peace. ‘The renewal, 
however, of the German offensive on March 2ist, 1918, 
silenced political controversy, and it did not revive until 
the German offensive had been converted into a rout and 
the Armistice had been signed. 

During the last year of the war, however, yet another 
idea had begun to make headway—the idea that somehow 
or other humanity must protect itself from a repetition 
of the disaster of 1914, and that there must be “ no next 
time.” Most of the belligerent nations had come to feel 
by the end of 1917 that nothing could compensate for the 
appalling loss of life and the terrible sufferings which they 
had endured and had still to endure save that future 
generations should be freed for ever from the nightmare of 
another world war. ‘This conviction rapidly crystallised 
into the proposal that all nations should combine to form 
a League of Nations for the peaceable adjustment of 
disputes and the prevention of war. This idea has ap- 
peared during every great war and notably towards the end 
of the Napoleonic campaigns. But it had never before 
found such universal expression, nor had it been crystal- 
lised into a definite project for the prevention of war. 
By the end of the war it was a prominent feature in the 
peace programme of almost every belligerent people. 





The Peace Conference 


Ill. Tue Peace Conrerence 


HE outstanding fact on November 11th, 1918, was 

that the Western democracies had shown a sufficient 
grasp of principle to withstand alike the terrific military 
blows of the Germanic combination and the subtler 
defeatist propaganda which came from Russia. They had 
stood firm for liberty and democracy through four terrible 
years of sacrifice and suffering ; and at the end, in a few 
weeks of dramatic change, had achieved a victory which few 
had ever dreamed possible. Their enemies were prostrate 
and divided. One of them, Austria-Hungary, had entirely 
disappeared. ‘They themselves were in a position to dictate 
practically what peace they chose. 

The work of the Peace Conference is too fresh in people’s 
minds to make it necessary to record in any detail the settle- 
ment which the victors have made. It is not the purpose 
of this article to examine the details of the peace, many of 
which are highly controversial, and in some cases objection- 
able. It is rather to bring out the leading ideas embodied 
in the settlement, which have been evolved quite as much 
by the experience of the war as by the deliberations of 
the Peace Conference. It may be valuable to do this 
because the broad achievements of the war and the peace 
are sometimes lost sight of owing to disagreement about 
secondary points. 

The first idea to be found in the peace settlement is 
that it represents a judgment on one of the most colossal 
crimes in human history. This notion runs throughout 
the reply of the Allies addressed to the protest of the Ger- 
man delegation that the peace was a peace of violence and 
not a peace of justice. It is indeed the idea which distin- 
guishes the peace of 1919 from all previous settlements, 
such as the Treaty of Vienna. The Conference clearly 
proceeded on the basis that representing, as it did, a 
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majority of mankind it was called upon, not only to pass 
but to execute judgment on a nation and its rulers who had 
deliberately set out to subjugate their neighbours at the 
price of murder and destruction on a scale wholly un- 
paralleled in history. The Conference evidently did not 
believe that lasting peace could be won by considering 
appeasement first. They decided that the real road to 
peace was that of justice. They demanded the surrender 
for trial of those who were most clearly responsible for the 
crime of the war itself and for the fouler atrocities committed 
during its course. They also decided that the German 
nation must make reparation to those whom they wronged to 
the utmost of their power, partly as an act of just restitution, 
partly as a deterrent to other peoples who may be tempted to 
follow their example. The Peace Conference has attempted, 
in so far as was practicable, to apply to national crime the 
same principles as are applied to individuals within every 
civilised State, and they evidently considered that the 
practical demonstration that crime meets with punishment 
was the best practical security for freedom which humanity 
can now contrive. ‘This aspect of the settlement is perhaps 
the one which has provoked most controversy. In so far 
as this part of the article is essentially expository we do not 
propose to discuss the merits or demerits of this question 
now. 

The second idea underlying the peace was that the basis 
of settlement must be the autonomy of all nationalities in 
Europe, together with security for the rights of racial 
minorities in every State. The war had brought to light 
two facts ; first, that there was no possibility of lasting 
peace in Europe so long as one race was able to dominate 
over another and to deny to it civil liberties and the free 
use of its language and religion; and second, that the 
possibility of this domination was a menace to the rest of 
Europe, because it enabled a powerful and aggressive © 
people like the Prussians to organise vast numbers of other 
races to fight for tyrannical ends to which they were them- 
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selves profoundly opposed. Hence the peace brought into 
being three new independent States—Poland, Czecho- 
Slovakia, and Finland—while it extended the boundaries of 
two others—Roumania and Serbia—by including within 
them their brethren of the same race, formerly forcibly 
incorporated in other States. 

The practical problem, however, was not so simple as 
its theory might indicate. Racial boundaries are nowhere 
exact in Europe. Every race gradually merges into its 
neighbours and islands of one race are often included in 
clear majorities of another. Further, geographical facts 
like mountain ranges or rivers, or economic facts like rail- 
ways and coalfields, and sometimes even strategic facts, 
often introduce considerations which cannot be wholly 
ignored. Nevertheless the Conference seems to have 
accepted flesh and blood rather than geography, economics, 
or strategy as the governing basis of the Treaty. At the 
same time the Treaties give civil, linguistic, and religious 
rights to the racial minorities which are thus transferred 
from an old to a new sovereignty. 

The provisions in regard to ports and railways are a 
necessary corollary to the settlement of Europe on lines 
of nationality. It would be a poor satisfaction to an 
inland community to be freed of alien rule if its neighbours 
were still in a position to deny to it fair transportation 
facilities and access to the sea. Accordingly the Con- 
ference internationalised most of the great European rivers 
which serve more than one community and imposed certain 
obligations upon international railways. 

These two aspects of the peace settlement represent 
what might be described as the winding up of the war. 
There are, however, certain other important features of the 
peace which rather concern the future. These are all in 
one form or another designed to prevent war and are 
grouped about the League of Nations. There are the pro- 
visions in regard to the permanent limitation of the 
armaments of the Central Powers. These are the natural 
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complement to the establishment of a League of Nations 
and are declared to be the first instalment in a programme 
of general limitation of armaments which the Allies intend 
to adopt themselves, and which, once the Germanic 
menace is removed, economic and financial pressure will 
certainly compel. There are the clauses which forbid 
the Central Powers to introduce discriminatory tariffs 
as between the various Allies, but to maintain a single 
uniform tariff against all nations. These, too, are an at- 
tempt to get rid of economic provocation to international 
discord and war, though they will be of small value and 
will not long survive unless the Allies give effect to the same 
principles in their own economic policy. Finally, there is 
the Covenant of the League of Nations itself. The 
League endeavours to substitute the co-operation of all 
nations in the adjustment of international disputes for 
alliances and the balance of power, as the principal security 
for liberty and peace. It does this partly by compelling 
publicity for all international engagements and by giving 
to every member the right to a voice in the formulation of 
the common policy of mankind. In addition, however, 
the League provides certain practical guarantees against 
war in the shape of the obligation which it imposes on 
members to protect one another’s frontiers from external 
aggression and the resort to certain specified methods of 
adjusting disputes before having recourse to arms. The 
League further creates a permanent piece of machinery 
for ventilating alike international grievances and _ in- 
ternational ideals. Its meetings, indeed, will be the great 
forum within which the difficulties which thus arise 
can be authoritatively explained and settlements negotiated 
in an atmosphere of comparative detachment before a 
world jury. Finally, it will make possible the progressive 
revision of treaties and international agreements as cir- 
cumstances require. The present Peace Treaty, indeed, 
is full of defects, and contains countless temporary make- 
shifts. The constitution of a League of Nations is a 
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practical recognition that it is not possible to settle 
all human problems in a single document, and that 
the utmost that can be done is to make the best 
settlement practicable at the time and to provide the 
best machinery available for adjusting that settlement to 
changing needs. 

There are two other aspects of the settlement which 
are of great interest, both also looking to the future. 
One concerns the future of the backward races ; the other 
the problems of labour and economics. 

The Conference seems to have clearly realised the im- 
portance of the difficulty of the problems now coming 
to the front in connection with the treatment of the 
backward races. The problem arises from the fact that, 
while all human beings are able to maintain some kind 
of ordered society if left to themselves, a great proportion 
of the human race is unable to do so when subject to con- 
tact with modern civilisation. The telegraph and tele 
phone, railways and motor cars, aeroplanes and modern 
implements of war, books and newspapers, modern in- 
dustrial methods, capitalist organisation, socialist and 
nationalist propaganda, have all combined to break down 
the old barriers between barbarism and the modern world. 
Whether we wish it or not, civilisation is spreading at an 
enormous rate among the backward peoples, arousing their 
dormant passions and prejudices, implanting in them new 
hopes and new desires, and in every case utterly destroying 
their previous social organisation. Some peoples have 
managed to adapt their social and political systems to the 
new conditions, and have created, or are in progress of 
creating, a new and stable order on Western lines. But 
others, like Central Africa, have been utterly overwhelmed, 
and only the intervention of some civilised State has saved 
them from total destruction by anarchy and civil strife 
largely caused by drink, armaments, commercial exploitation 
or even military attack, all directed against them from 
outside. 
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The treatment of these peoples is important from two 
points of view. It is important from the point of view of 
the peoples themselves. Unless they are protected, they 
will be exploited, enslaved, and demoralised, even more 
effectively by the subtler modern agencies which flourish 
in all uncivilised countries, and now even in Germany and 
Russia, than they were in the days of the slave trade. It is 
not less important from that of civilisation. It is useless to 
suppose that in our contracted world these stagnant pools 
of humanity can rémain without infecting their neighbours. 
If they fall under the control of military autocracies they 
can be used as armies of aggression. If they are exploited 
by soulless commercial organisations, they can be sweated 
to undersell the products of countries which insist on high 
wages and reasonable hours. In any case, these peoples 
are the happy hunting ground for self-interested agitators 
and propagandists of all kinds, producing unrest, which 
has its effects not only on trade and industry, but the 
political peace of the world. The only cure for this aspect 
of the problem is education in all its branches and practical 
training in self-government and economic development until 
these peoples are able to take their stand on their own feet 
alongside the progressive peoples. 

The Conference recognised the urgency of this question 
by insisting that peoples detached from the control of 
Germany and Turkey should not be transferred to the 
sovereignty of any other Power, but should be entrusted 
to selected mandatories, on terms which gave security 
for good government and progress, and secured to the 
League of Nations the right to watch over the manner in 
which the mandatory discharged its obligations. It is 
true that the mandatory system could only be applied to a 
comparatively small portion of the backward territories, 
and that it is to be exercised almost exclusively by peoples 
who to-day stand at the head of the progressive colonial 
Powers. None the less, it is the thin end of a wedge, if 
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only the very end of the wedge. It is the recognition of 
a principle of trusteeship ; and if the civilised nations live 
up to it, its application will be developed and will gradually 
lead to the raising of the standard of administration and 
education among all peoples unable to govern themselves. 

Finally come the labour and certain of the economic 
clauses. It seems to have been brought home to the 
Conference that the solution of economic problems is 
hardly less important to the future peace and progress of 
the world than the solution of political problems. Not 
only had the war brought to a head social and economic 
troubles which had broken out in the form of Bolshevism 
in Russia and other parts of Eastern Europe, but it was 
obvious that the questions connected with the supply of 
raw materials and with markets were bound to affect inter- 
national relations even more in the future than they had 
done in the past. Before the industrial revolution nations 
were practically self-supporting. It was usually only 
luxury products which were imported from outside. The 
great staples such as food, clothing and building materials 
were mainly produced within each country’s own borders. 
Nowadays, however, owing to the industrial revolution, 
the majority of the populations in some countries is con- 
centrated in towns and the agricultural production is 
wholly inadequate for the national needs. Moreover, the 
age of iron and steel has led to a complete transformation 
of national needs. Railways are even more indispensable 
than roads. Bridges are of steel as much as of stone. 
The framework of houses is very largely now built of 
the same material. Motor transport, agricultural 
machinery, clothing materials of cotton and wool are now 
needed in large quantities by all communities and can only 
be produced in highly organised industrial centres. Finally, 
raw materials such as oil, rubber, fibres and tropical 
products enter ever more largely into the category of a 
nation’s needs, and these can only be found on certain 
portions of the earth’s surface. Even an article of universal 
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requirement like coal is very unevenly distributed. All 
nations now require to import a large part of their national 
needs from beyond their own borders. 

The Conference seems to have made no attempt to deal 
with the economic side of the world problem further than 
to continue an inter-Allied organisation to help to adjust 
economic needs and the world’s supplies. The obstacles 
were doubtless too formidable and the more immediate pre- 
occupations too intense. It contented itself with imposing 
on the defeated countries the obligation to give equal 
treatment to all the Allies, but it made no similar arrange- 
ment among the Allies themselves. That is a question 
which is presumably reserved for the League of Nations. 

On the labour side, however, it madea great advance. The 
labour world has long come to realise that one of the difficul- 
ties in the way of the raising of the standard of living in any 
progressive country was the liability to competition from 
quarters where labour was paid very low wages or was made 
to work very long hours. Protection was recognised to be 
some cure for it, but protection cairies with it evils such 
as high prices, especially in foodstuffs, and the liability 
to trusts. ‘Thinking people had come to see that the only 
real cure for the evil was the improvem<ut of the conditions 
of work and labour of the working population in all countries. 
Not only was this desirable on humanitarian grounds, but, 
if it could be attained, it would eliminate a potent cause of 
international unrest. Accordingly, by the labour chapter 
of the Treaty, the States signatory to the League of Nations 
undertake to set up a permanent international Labour 
Conference representative partly of Governments, partly 
of employers, and partly of labour, to endeavour to improve 
and equalise conditions of labour in all countries in the 
world. ‘To this Conference was given certain small but 
not unimportant powers to secure the execution of its 
decrees. Such an attempt has never been previously made 
in any Treaty of Peace, and is a proof of the novel and 
far-reaching character of the settlement of the great war. 
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IV. Prosiems oF THE FuTuRE 


AAKING therefore a survey of the whole period from 
August, 1914, to August, 1919, certain great achieve- 
ments stand out. 

(a) The truth that might is not right and that law must 
govern the relations of nations if they are to prosper and 
enjoy liberty has been vindicated not merely by the 
defeat of Germany but by a peace which insists that 
a criminal nation should make restitution to those it has 
wronged. 

(5) Some measure of unity has been given to the world 
through the establishment of the League of Nations 
as the alternative to the balance of power. 

(c) Democracy has been recognised as the basis of the 
future political order in Europe. 

(d@) The responsibility of civilisation for the protection 
and uplifting of the backward races has been established 
in the mandatory system. 

(e) The improvement of labour conditions and the solu- 
tion of the economic problem have been recognised as 
essential elements in world peace. 

These are great achievements and, if they are lived up 
to, the ideas which they represent will gradually transform 
the world for the better. They will not, however, work 
of themselves. There are plenty of forces left in the world 
only too anxious to tear down the edifice which has grown - 
out of the sacrifices of the great war. Unless the Western 
nations actively support and develop the new order which 
they have brought into being, the settlement of 1919, like 
others before-it, will come to represent not the founda- 
tions of a new world, but a high-water mark from which the 
tide of human affairs will gradually roll back into the old 
confusion of selfishness and war. 

If the nations of the West are to prevent this it is first 
and foremost necessary that they should begin by setting 
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their own houses in order. Unless they can find peace 
at home they are not likely to help the nations to peace 
abroad. This means dealing with many things—drink, 
housing, education, land laws, taxation, and so forth. 
But it means especially dealing with the problems of capital 
and labour. The one conspicuous failure of the Peace Con- 
ference was in Russia. Every attempt to deal with the 
Russian problem has failed, and the reason is clear. Russia 
for the last two years has been concerned with social and 
economic rather than political questions. She is torn 
between two groups, one bourgeois and the other Bolshevik, 
who are concerned quite as much with economic as with 
constitutional principles. The Western Powers have been 
unable to find a solution of the Russian problem because it 
is fundamentally an economic problem. They have not 
yet found a solution of the capital and labour problems 
in their own countries. The strikes and unrest of recent 
months are a sufficient proof of this. The solution of the 
industrial problem, therefore, which more and more is 
coming to the front in every land, is perhaps the most 
urgent necessity of the times. There can be no sort of 
peace in the world until that is done. There will be no 
stability in the world until enough food, coal, housing, 
furniture, clothing and those luxuries which are really 
necessities are produced and distributed on a basis which 
will give to every individual a comfortable livelihood and 
adequate leisure and the opportunities to enable him to 
turn it to profitable account. That this can only be done 
by work goes without saying, but it must be work which 
is directed towards the ever-increasing economy of physical 
effort through the ever-increasing use of machinery. 
And this in turn will only be possible when the true 
spirit of democracy permeates industry and when capital 
and labour learn how to co-operate in the common 
task of production, neither side demanding autocratic 
powers, and both sharing equitably the profits of their 
efforts. 
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But if the solution of the industrial problem takes a 
front place in the programme of world reconstruction, the 
external problem occupies a place of hardly less importance. 
The broad outlines of the latter are pretty clear. Above 
all, the new-found unity of the Western Powers must be 
preserved. As the nations which understood enough 
of liberty and democracy to fight for it against terrible 
odds, they must necessarily take upon themselves the 
principal réle in preserving liberty and promoting progress 
in the world. If they take so little practical interest 
in the maintenance of international law, or allow themselves 
to be so moved by greed, jealousy, or suspicion as to fall 
apart, it will inevitably mean that the reactionary forces 
throughout the world will see their chance and once more 
set forth their claim to become the leaders and the autocrats 
in human affairs. The peace of the world is not yet 
established. There are many problems which, if they are 
not solved on right lines, may again plunge the world in war. 
There is Russia, with its countless millions still liable to fall 
under the domination of any clever and dominating power 
unless they are actively helped and guided by the demo- 
cratic Powers. There is the Far East, where Japan seems 
still to be endeavouring to establish a position of dominance 
in China’s affairs. Japan has her rightful task and her 
rightful reward in the development of the Eastern peoples. 
But militarist and reactionary forces are very strong in her 
government. Unless the Western Powers exert their in- 
fluence to help and protect China in the management of 
her own affairs, and insist that, as China progresses, so shall 
all special foreign concessions and privileges be abolished, 
Japan may make the fatal mistake of following Germany’s 
example and endeavouring to set up a new military Empire 
in the East, with results fatal to herself and tragic for other 
nations. The Shantung clauses which Japan insisted on 
inserting in the Treaty are an ominous sign, unless she lives 
up in the spirit and the letter to the undertakings she has 
given to the Allies. Then there are Eastern Europe and the 
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Near East. There the old game of attempting to grab 
territory, to denationalise subject races, to oppress the Jews, 
to struggle and intrigue for economic privileges, is raging 
almost as fiercely as ever. In all these questions it will 
need a just and watchful judgment and firm and prompt 
decision to prevent the international cauldron from again 
boiling over. 

The day when the Western Powers can disinterest 
themselves in international affairs has certainly not dawned. 
Further, unless they are not only willing to face these 
problems but to equip themselves to make their rulings 
effective, by the use of economic or even military or naval 
power, the world will inevitably drift back into anarchy 
and war. The real test of their sincerity will not merely 
be their readiness to talk about foreign affairs, or their - 
anxiety to abolish the evil of conscription at home, but 
their willingness to take their full share of the common 
burden and to find by the most democratic means the forces 
necessary to enforce respect for liberty and the rights of 
weaker States on the strong. 

Of all the peoples in the world to none will fall a greater 
measure of responsibility than to France and the English- 
speaking peoples. ‘The task before Great Britain, however, 
differs in great measure from that which awaits the rest of 
the English-speaking world. 

Great Britain has undoubtedly taken her share of world 
responsibility in the past. Not only has she four times 
stood in the forefront of the battles which saved the world 
from falling under the domination of the great European 
autocracies, but she has also assumed in full measure her 
share of responsibility for guarding and giving good 
government to the backward peoples. She has now about 
four hundred millions of them under her charge. She 
certainly cannot be expected to increase her liabilities in 
this direction. But if Great Britain has not shrunk from 
responsibility and if also she has given honest government, 
justice, peace and material progress to the peoples for 
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which she is trustee, she cannot be said to have shown any 
very robust conviction that it was also her task to train 
them as rapidly as may be to take the responsibility of 
government for themselves. The affairs of Britain have, 
in the past, been conducted by an oligarchy—a talented 
and benevolent oligarchy no doubt, but none the less an 
oligarchy. Doubtless this has been largely due to the 
terrific measure of foreign responsibility which has rested 
upon her, and upon her alone, in international affairs, 
because in the old world, as it used to be, the conduct of 
foreign affairs was necessarily a matter for experts, which an 
electorate could not follow. But the consequence is clear. 
Oligarchs do not understand the spirit of democracy, and 
oligarchy has therefore contributed to the industrial 
difficulties within Britain herself and has produced a 
vehement nationalism throughout all her dependencies. 
Let us confess it without reserve. Great Britain had never 
shown before the war the capacity to educate peoples of 
non-British race for whom she was politically responsible 
in the arts of self-government. She has preferred the 
shorter and easier road of efficiency to the longer and more 
difficult and more sympathetic task of education. Hence 
we have the remarkable spectacle of peoples in all parts of 
the world who have languished under the rule of autocrats, 
or who are suffering from anarchy, clamouring for the 
benefits of British law and order, while Ireland, India, 
Egypt and other countries which have reaped genuine 
benefits of British rule are racked by violent movements 
for national independence. There is no doubt that the 
nationalist movements in all these countries are largely 
extremist and have been encouraged and exploited by Ger- 
man, Bolshevik, and other malignant agencies. But these 
anarchical elements have been successful only because they 
have had a genuine grievance to work upon. Unless Great 
Britain learns, and learns soon, what democracy means, 
so that she may be able to teach self-government to the 
peoples for whom she is responsible, the creation of that 
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commonwealth of many nations, many races, and many 
colours, of which we have dreamed, may never come into 
being. Fortunately the Franchise Act of 1918 and the 
experience of the war have enormously democratised the 
political life of Britain, and we may look forward with con- 
fidence to the future. Even so, however, success will come 
not so much from constitutional reform as from the zeal 
and devotion with which people throw themselves into the 
task of helping and encouraging the newly enfranchised 
races to govern and improve themselves. 

But no less a task lies before America and the Dominions. 
Up till 1914 they have one and all elected to develop 
behind the shelter of the British Navy and the British 
Army. In thus leaving the whole burden upon Great 
Britain they were a part cause of the failure of Britain to 
democratise its methods. ‘Thus whereas in Great Britain, 
during the last fifty years, several elections have been fought 
largely on a foreign issue, thereby making it difficult for 
the electorate to force their own domestic needs to the front, 
no election before 1914 was probably ever fought in the 
English-speaking world beyond the seas on any but a 
purely internal programme. While, therefore, Britain 
has upheld liberty, law, and order throughout the world, 
the overseas English-speaking world has developed prac- 
tical democracy and a progressive society far ahead in many 
respects of that which exists in Great Britain. ‘The time 
has come when the réles must be reversed. The task not 
only of maintaining law and order, but of spreading real 
education and real progress throughout the world is not only 
infinitely greater but infinitely more urgent than it ever was 
before. If mankind is to move forward in step, America, 
Canada, Australia, New Zealand, South Africa, each in their 
own sphere, must contribute their stream of effort and 
illumination to the common pool. What that means in 
practice we cannot now do more than mention. That it 
means the acceptance of large mandatory responsibilities by 
America goes without saying. A nation of 100,000,000 
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possessed of far greater wealth than any other in the world 
cannot continue self-centred in her own home and grow to 
the full stature of national manhood. America laid herself 
open to the charge of selfish indifference to anything but 
her own interests by the slowness with which she recognised 
her duty in the war, and the consequently comparatively 
small sacrifice which she made for the cause of human 
freedom. She is now showing a similar readiness to try to 
escape from practical responsibility for the unfortunate 
peoples not yet able to stand alone, and consequently to 
leave them to be exploited and in some cases massacred by 
peoples in no way qualified to have control of them. 
America will doubtless rise rapidly to a sense of her respon- 
sibilities. But it is urgent that she should not delay. 

The problem of the Dominions is different. ‘They pulled - 
their full weight in the war. All of them, except Canada, 
have now assumed trusteeship for backward peoples. They 
have now to evolve the proper means of sharing with the 
motherland both the control of foreign policy and the 
responsibilities which that policy entails. . 

In conclusion, a word about Ireland. There is little 
doubt that the Irish question is the greatest present 
hindrance to the growth of that mutual understanding 
throughout the English-speaking peoples which is essential 
to future peace. The Irish question must be solved, but 
it will be solved only by the co-operation of the three 
parties principally concerned. It will not be solved 
merely by maintaining the status quo. Nor will it be 
solved by giving in to extreme Irish agitation, which, in 
its combination of clericalism, Bolshevism, and racialism, 
is one of the most reactionary forces in the world, and 
which, as long as it is supported by the bulk of the Irish 
people, makes agreement between Ulster and the rest of 
Ireland—so essential to Irish unity and Irish peace—well- 
nigh if not entirely impossible. But if Irishmen contribute 
in great degree to their own misfortunes, Ireland’s neigh- 
bours dosoalso. Great Britain’s failure to teach democracy 
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to the peoples under her charge has already been noted. 
The Irish problem will not be solved if Great Britain takes 
advantage of Irish irreconcilability to shrug her shoulders 
and maintain the status quo in the interests of Ulster. 
She must take the courage of her democratic convictions 
in both hands and put through a scheme for Irish self- 
government which is just and impartial as between both 
Irish parties. America, too, has her part. America in 
her self-concentration has allowed herself to be deceived 
by Irish propagandists. Not the least contribution she 
can make to the solution of the problem is to make it clear 
to Irishmen everywhere that they will find no support for 
the policy of secession from the United Kingdom in a 
country which spent a million lives to preserve its’ own 
union. In doing this she will do much to help to kill that 
extremism which prevents Irishmen agreeing among 
themselves and with their neighbours across the channel. 
The subject matter of this article may perhaps be summed 
up in one or two sentences. We have now reached a stage 
in the world’s history when we must look at the world 
problem as a single whole. Regarded from that point of 
view the solution of the problem is simple of statement 
however difficult of execution. The progressive demo- 
cracies have discovered a fundamental unity in the war. 
They believe on the whole in the same ideals and the same 
principles of human progress. These ideals and these 
principles are not understood by the vast masses of 
humanity. They are actively resisted by organised reac- 
tionary forces in every country of the globe. If the world 
is to progress it can only be because these Western countries 
not only improve their own society and their own system 
of government, but because they combine to bring enlighten- 
ment and assistance to the rest of the world. If they live 
up to the standard they themselves have set in the last 
five years, there is little doubt that in half a century they 
could change the world. Dire poverty might be almost 
unknown: education might not only attain at last in 
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civilised countries the standard which the democratic ideal 
demands but also be spread far among communities which 
hitherto have never known it: the maintenance of law and 
order might be everywhere the rule: and self-government, 
if not everywhere an accomplished fact, might at least be 
firmly set upon the road to becoming the universal system 
of mankind. If they lose sight of the task which thus lies 
before them and become wholly preoccupied with their own 
affairs they will certainly quarrel among themselves. Back- 
ward humanity will be organised and instructed not by the 
progressive peoples but by the reactionary. And they 
themselves will be faced before the century is out with a 
new combination of autocracies far more formidable than 
the last, because still better equipped with mechanical 
appliances of destruction, and they will have to preserve 
liberty among mankind by engaging once more in a war 
even more terrible than that which has just been fought. 





THE ECONOMIC AND FINANCIAL 
SITUATION 


HE greatest danger which threatens us is the chasm 

which lies between appearance and reality, between 
reality and what the bulk of the nation believes it to be. 
If all sections of our population saw the chasm in front 
of us and made up their minds that it must be bridged, 
we could easily do so. Our danger is that, not foreseeing 
it and blinded by internecine strife, as we approach it, 
we shall fall into the abyss. Perhaps an equal risk is that, 
in our ignorance of the real conditions of our economic 
prosperity, we shall, when the dangers are too close to 
be ignored, embrace any panacea which may be nearest 
at hand in a vain hope that it may work a miracle. 

We are’ deceived by our appearance of prosperity. 
Never has there been so much “ money” about: great 
classes of the population either are, or at least feel that 
they are, better off than they have ever been; profits in 
most trades are abounding; deposits in the banks go up 
by leaps and bounds ; there is every symptom of feverish 
prosperity which accompanies rapidly rising prices. Yet 
all the time the upward movement continues ; the inarticu- 
late possessors of “fixed incomes” are slowly ground 
between the upper and nether millstones of taxation and 
high prices, and the whole economic fabric becomes more 
and more undermined. 

Every financier and economist and all past experience 
tell us that such a state of affairs cannot last for ever, 
and must, indeed, if long pursued, end either in a sudden 
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collapse or more or less prolonged depression. But, if 
we do not understand the grounds for these predictions, 
they will not be heeded, until the trouble begins. Indeed, 
they will merely confirm that disbelief in expert opinion 
which our seeming prosperity for five years through the 
course of a gigantic and costly war has spread far and wide. 
It is incumbent, then, on economists who hold this opinion 
to make some effort to show the real facts, to predict in 
what manner the existing situation will develop, and to 
suggest what safeguards and remedies may be applied. 


I 


NE effect of the artificial conditions in which we are 

living has been to intensify the general belief on the 
part of the people that there is any amount of wealth 
to make everyone comfortable, if it could be got hold of, 
and that it is their business—almost their duty—to “ have 
a shot at it,” since by so doing they will benefit themselves 
and the whole nation. 

While everyone will admit the imperfections of the 
existing distribution of income and the great need to make 
England a better place to live in, there could unfortunately 
be no greater delusion than to believe that any redistribu- 
tion can make our wealth really sufficient. There is ample 
proof that the increase of wealth is even more important 
than its better distribution, and must, in fact, precede it. 
Indeed, no proper perspective for the consideration of the 
questions which are now agitating the nation can be 
obtained, unless the true facts with regard to the national 
income are thoroughly grasped. Since, in the economic 
sphere at any rate, they govern the whole matter, it is 
worth while to restate them briefly. 

The most authoritative statement is to be found in Dr. 
Bowley’s recent work,* in which he analyses the national 


* The Division of the Product of Indusiry. An Analysis of Nationa. 
Income before the War, Arthur L. Bowley. Clarendon Press. 
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income as it stood just before the war. His exhaustive 
and able statement should be read by everyone. His 
general conclusion, amply confirmed by the figures which 
he gives in detail, is that “ the spendable wealth of the 
nation derived from home industry has been grossly ex- 
aggerated by loose reasoning.” Before the war the home 
income would “not have yielded more than {£230 gross 
annually per family of five or £170 net after all rates and 
taxes were paid and an adequate sum invested in home 
industries. The income brought home from abroad 
amounted to about {90,000,000, or {10 a family. The 
average family is not, however, five, as is frequently assumed, 
but about four and a half persons ; the number of house- 
holds is not 9,000,000, as just taken, but about 10,000,000, 
and the average net income of a family would have been 
£153 from home product, or £162 if income from abroad is 
included. If this sum is compared with pre-war wages 
it must be remembered that there are on an average nearly 
two earners to a family.” 

Again Dr. Bowley points out that about 60 per cent. 
of the total national income goes to those whose annual 
income is under £160. The balance of 40 per cent. goes 
to the 1,100,000 income tax payers and their families ; 
but of this 40 per cent. a considerable proportion is earned 
as salaries or by farmers, and a further still larger portion 
goes to pay rates and taxes and to provide the sum which 
has yearly to be reinvested in industry. He further 
calculates that the average salary of all salaried persons 
paying income tax was about £340, and that the average 
profit of all persons assessed to profits over {160 can be 
roughly estimated at {500 per annum. Finally he cal- 
culates that on the extreme assumption, first, that-every 
earned income in the country was reduced to {160 per 
annum, and second, that the whole of the balance so saved, 
together with all unearned income, was transferred to 
national purposes, only about £200,000,000 to {250,000,000 
(at pre-war figures) would be available. “This sum,” 
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continues Dr. Bowley, “would have little more than 
sufficed to bring the wages of adult men and women up 
to the minimum of 35s. 3d. weekly for a man and 2os. for 
a woman, which Mr. Rowntree, in The’ Human Needs of 
Labour, estimates as reasonable.” In actual fact nothing 
approaching this sum would be available. To cut down all 
earned incomes to this limit and to confiscate all unearned 
incomes would without doubt largely diminish the produc- 
tion of wealth, at any rate for the time being, by the 
dislocation caused and by the diminution of the incentive 
to save or to go in for new development. 

As regards profits Dr. Bowley’s calculations are as 
follows :— 

“In the whole group of industries for which we have 
adequate information, taken all together, excluding rail- 
ways, it is found that 58 per cent. of the net product 
(after all other expenses and depreciation are met) goes 
to manual workers, 4 per cent. in small salaries, 6 per 
cent. in salaries over £160: in all 68 per cent. goes to those 
employed. 32 per cent. is left for royalties, rents, interests 
and profits, advertisement, etc., and this is reduced to 
23 per cent. if we count our royalties (as not being the 
result of the efforts of employed) and allow 4 per cent. 
for the necessary repayment of or interest on capital 
invested. How far this 23 per cent., or £133,000,000, 
together with a relatively small sum (probably well under 
£10,000,000) for the salaries of managers of companies, is 
an excessive or unnecessary remuneration for the organisa- 
tion of industry employing 6,000,000 wage-earners and 
£1,200,000,000 capital, and producing £340,000,000 wages 
is a question that may properly be debated. It is this sum 
that formed the only possible source of incteased earnings 
in this group with industries conducted as before the war 
and production at its then level. In fact, while in some 
industries a considerable advance may have been practic- 
able, in the majority no such increase as would make 
possible the standards of living now urgently desired and 
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promised in the election addresses of all the political 
parties could have been obtained without wrecking the 
industry, whether by stopping the source of further in- 
vestment or closing down firms whose profits were low. 
This statement in its general terms cannot, it is thought, 
be reasonably denied by anyone who has studied the 
facts.” 

Dr. Bowley’s conclusion is that “ there is no hopeful 
way of dealing with the state of affairs portrayed by these 
statistics, except by increasing production, care being 
taken that the increased product is well distributed.” All 
the improvements as regards labour and capital necessary 
for increased production will, however, need time, skill 
and patience, and they have not yet taken place. ‘There 
is a great risk of disappointment and failure if there is 
an attempt to grasp the fruits of progress before the tree 
that might produce them has been cultivated. This 
analysis has failed in part of its purpose if it has not shown 
that the problem of securing the wages, which people 
rather optimistically believe to be immediately and per- 
manently possible, is to a great extent independent of the 
question of national or individual ownership, unless it is 
seriously believed that production would increase greatly 
if the State were sole employer. The wealth of the 
country, however divided, was insufficient before the war 
for a general high standard ; there is nothing as yet to show 
that it will be greater in the future. Hence the most 
important task—more important immediately than the 
improvement of the division of the product—incumbent 
on employers and workmen alike, is to increase the national 
product, and that without sacrificing leisure and the 
amenities of life.” 

The figures given by Dr. Bowley are supported by Dr. 


Stamp,* another competent authority, in his recent 


* The Wealth and Income of the Chief Powers. J.C. Stamp, C.B.E., D.Sc. 
Royal Statistical Society, 1919, 
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estimate of the Wealth and Income of the Chief Powers. 
Dr. Stamp’s interesting analysis is reproduced below. 


Summary Table, showing the estimated Wealth and Annual Income of various 
Countries at the outbreak of War in 1914, and the approximate 
accuracy of the respectize estimates. 
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Estimate is not likely to be inaccurate to a greater extent 


than Io per cent. 


Estimate is not likely to be inaccurate to a greater extent 


than 20 per cent. 


Estimate is not likely to be inaccurate to a greater extent 


than 30 per cent. 


Estimate may be inaccurate to a greater extent than 


40 per cent. 


What is the broad lesson we can draw from the figures of 


Dr. Bowley and Dr. Stamp ? 


It is thatin all countries man 


has not yet done much more than draw from nature by 
hard toil and labour the bare necessities of life. Nature 


AAA 
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is not bountiful, or perhaps man, presuming on her bounty, 
multiplies too rapidly. In no country is there any vast 
store of surplus wealth. We are better off than most, 
but only owing to our natural resources and to the efforts 
and savings of past generations. And our wealth, such as 
it is, has been secured only by a vast and intricate system 
of national and international division of labour and exchange 
of our goods against the goods of all foreign countries. 
It is no easy matter daily to feed, clothe, house, transport 
and provide some amenities of life for 45,000,000 souls 
on these small islands. It is almost a daily miracle that 
we do so and it is done only at the cost of highly com- 
plicated industrial society involving very great specialisa- 
tion, which has many drawbacks, and against which we 
seem now to be rebelling. The profound dissatisfaction 
which is evident in every great industrial country is not 
unnatural. Our modern civilisation is an unlovely thing. 
Never before in history have such vast masses of men been 
called upon to toil in surroundings, which divorce them so 
completely from that nature, in close touch with which 
man has through countless generations lived. Never 
before have they had to work so mechanically and mono- 
tonously. The people of Erewhon, in Samuel Butler’s 
great satire on modern society, rose in revolt against the 
slavery of machinery and destroyed every machine, not- 
withstanding that at first the country was plunged in the 
utmost misery. “ How many men at this hour,” said the 
Erewhonian leader of this revolution, “ are living in a state 
of bondage to the machines? How many spend their 
whole lives, from the cradle to the grave, in tending them 
by night and day? Is it not plain that the machines are 
gaining ground upon us when we reflect on the increasing 
number of those who are bound to them as slaves and of 
those who devote their whole souls to the advancement 
of the mechanical kingdom.” Since Butler’s day the point 
of this satire has grown greater and not less. ‘The swift 
stride of civilisation,” says another writer, “is leaving 


678 





The Economic and Financial Situation 


behind individual effort and turning man into the Demon 
of a machine. To and fro in front of the long loom, 
lifting a lever at either end, paces he, who once with pains- 
taking intelligence drove the shuttle. Then he tasted the 
joys of completed work, that which his eye had looked upon 
and his hands handled ; now his work is as little finished 
as the web of Penelope. Once the reaper grasped the 
golden corn stems and with dexterous sweep of sickle set 
free the treasure of the earth. Once the creatures of the 
field were known to him, and his eye caught the flare of 
scarlet and blue as the frail poppies and sturdy corncockles 
laid down their beauty at his feet ; now he sits serene on 
the Juggernaut car, its guiding Demon, and the field is 
silent to him.” 

No one, indeed, can yet say to what end our mechanical 
civilisation is leading, whether to success or to revolt and 
failure. But we have allowed the increased facility of 
wealth-production to result in the birth and existence of 
hundreds of millions more men and women, and we must 
either continue to toil to produce the wealth, with which 
to sustain them or follow Russia and establish a new 
equilibrium by starvation and death. 

It may be urged that the problem is not an economic 
but a pyschological one. If we can find some other industrial 
system which appeals with more force to the. better in- 
stincts of man and develops all his faculties, it may be that 
his greater contentment of soul will solve our economic 
difficulties and that the wealth he will produce will be 
much greater. If we can only associate more than we do 
now both his self-interest and his intelligence with his 
work, if he can feel that the work on which he is engaged 
most of his earthly life has some meaning for him and that 
he is not simply another machine added to all those he 
uses, then he will labour far harder, because with far greater 
goodwill. 

All this and more is true. The manual worker, the 
brain worker, and the saver of capital, or, in other words, 
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the shareholder, are all necessary to modern industry. 
They must all receive their due reward, and all share in 
the responsibility for the industry in and by which they 
live. The harmonisation of their interests to a greater 
extent than now is a work of great difficulty and complexity, 
which in all probability can only slowly be worked out. 
It cannot be solved by any crude system of making us all 
slaves to a bureaucratic State. Nor can it be solved at 
all if each section is inspired by brutal class-selfishness and 
materialism. ‘Those who realise the enormous complexity 
of the economic problems involved and the impossibility 
of securing ideal justice and equality or anything like it 
in this world cannot but be convinced ever more deeply 
that far more important than anything else is the spirit 
in which these questions are approached by each party. 
If we love our neighbour as ourselves, we can co-operate with 
him in finding a better way ; if we start by hating him we 
certainly cannot. The highest teachings of religion and 
their application to practical life are the cement of society. 
The loosening and cracking of this cement is the most 
potent modern influence towards social and even economic 
demoralisation. 

Meanwhile’ it is necessary to insist on the economic 
facts in order to show that disaster will overtake us all if, 
through impatience or class-selfishness, we try a short cut 
by destroying what already exists and not by the slower 
method of amending and improving. Our complicated 
machine is easily destroyed, or, at least, put out of gear, 
and unless we keep it running at full speed we shall soon 
face economic ruin. 

But the war with its effects—intolerance on one side, 
profiteering on the other—has not brought with it a spirit 
of moderation. The most depressing aspect of to-day’s 
situation is to watch sections of the working population, 
misled by the fallacies of their extremist leaders, delibe- 
rately committing suicide. While everyone will suffer, 
it is they who will suffer most by our diminished national 
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income. Wages can only be paid out of production, and 
the small margin of safety we possess is day by day being 
reduced. Labour is day by day working to depress its 
own standard of life, and, unless our course is quickly 
changed, no power on earth can prevent it. The root of 
the trouble is very deep. It lies in the repudiation by many 
of the whole existing economic system. In their revolt 
against it they claim that manual labour and skill are the 
only elements in production, and they demand the elimina- 
tion of private capital and capitalists. They ignore the 
fact that saving is a vital factor in production, and that 
individual initiative, boldness and skill in enterprise, 
inventiveness, organisation and the taking of risks are also 
all-important and that without them pure manual labour 
is of little account. Hitherto profits have been the reward 
and losses the penalty of enterprise and risk. ‘‘ Nations 
are made or unmade,” says Mr. Samuel Turner in his 
stimulating book From War to Work, “by the thinking 
and the acting of their citizens ; and what matters most 
of all is the thinking, for the acting follows upon it. Russia 
and Siberia have, probably, far greater natural resources 
and far greater potential wealth than America; but 
because their peoples have thought and acted in a certain 
way, the history of their national development has been 
disappointing. America is America simply because her 
citizens have thought and acted with wisdom, shrewdness, 
and energy.” Again “the Ford factory,” as he points 
out, “in Detroit employs immigrants very largely, many, 
many thousands of them. These men are of various 
nationalities——Poles, Letts, Slavs, Italians, etc.—and it is 
probably true to say that in their native surroundings they 
never earned more than a shilling or two at the outside 
a day. Yet thousands of these men—i.e., ‘ labour ’—who 
never in their lives earned more than the barest pittance, 
cross the ocean. ‘They are absorbed in a great industrial 
organisation, where, thanks to the directing ability of a 
higher intelligence than their own, they are paid, when 
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accepted, twenty shillings a day for eight hours’ work. 
In the land of their birth their working day would doubtless 
be from sunrise to sundown.” It is the policy of the 
Labour Party in future to dispense with the incentive of 
profits, either by “ nationalisation,” or “ by the steeply- 
graduated taxation of private income and riches.” In this 
way “ it intends to find the new capital which the commu- 
nity needs and for which it will decline to be dependent 
on the usury-exacting financiers.”* ‘The important ques- 
tion, however, which it is not in the power of the Labour 
or any other party to determine is whether capital will in 
these circumstances be found to exist in an equal amount 
to now. Profits are a powerful incentive ; risks and losses 
almost a constant feature of new forms of wealth produc- 
tion. It is more than doubtful if with that incentive gone 
we shall produce as much, and, as the figures just quoted 
show, we have none too much already. 

As to saving, it is a profound error of labour to regard 
capital as its enemy and saving therefore as harmful. If 
capital is the enemy of labour, surely it is strange that, as 
Mr. Turner points out, “ at all times the migration of 
labour, nationally and internationally, has been towards 
those areas where, for the time being, the operations of 
capitalists were most active.’ Some aspects of the 
capitalistic system may be intolerable, but capital itself 
is labour’s greatest friend. What is imperatively required 
is that there should be more of it and that it should be 
better distributed. The remedy for our ills is to be found 
in the workers becoming capitalists, not by confiscating 
the property of those who now possess it, but by joining 
them in owning it. To do this they must have both the 
will and the power to save. They must understand how 
vital is saving to themselves and the whole community, 
and their wages must be sufficient to allow them a margin 
for saving. But since wages are paid out of production, 
production must be increased. 


* Labour and the New Social Order, January 1, 1918. 
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Meanwhile saving is seriously discouraged by present 
tendencies and by labour’s tendency to demand that the 
State shall be the only capitalist. The man who has grown 
rich, not at anyone else’s expense, but by extracting fresh 
wealth from Nature through his own enterprise, initiative 
and courage; the shareholder, small and great, all who by 
saving have added to the national income and labour’s share 
in it, all are treated by the more extreme Socialists as 
parasites upon society. If these doctrines are pursued to 
their logical conclusion, the end must be disaster. It is 
only because in the United States there is more capital that 
labour is more highly remunerated there. The less capital, 
the higher the price to be paid for it, the less share of labour 
in the total product, and the greater the unemployment. 
Interest, which must be paid on savings if there are to 
be any, is going up rapidly as the demand grows greater 
and the supply less. ‘‘ Nationalisation ” can do nothing 
to prevent this. If capital is scarce it must be paid for 
more highly. Just as labour, if it is scarce, will receive a 
higher wage. It does not matter whether interest is paid 
by the State or by a private company. The State must 
borrow at the market rate unless it is able to make such 
great profits out of the consumer that it can meet all 
capital charges out of them, or unless it can institute some 
system of compelling its employees to save a portion of 
their salaries and wages and lend them to it below the 
market rate. 

Mr. Smillie and his friends would soon understand the 
vital part played by saving in a nation’s economy if the 
Miners’ Federation were to take over the coal mines. 
For if the mines are to become efficient they must have 
many millions spent on them. Who is going to provide 
the millions, unless for the market price, including interest 
on capital and a return for the risks run? If Mr. Smillie 
cannot get them elsewhere, he will have no choice but to 
let the mines run down or to force the miners to save the 
necessary sums. Saving by some one there must be. And 
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those who save must be induced to do so by some reward 
for their abstinence and risk. Interest and profits in some 
form must be paid them. 

The trouble, indeed, about British industry before the 
war was that just as wages were too low, so profits were 
often not great enough as compared with the profits of 
industry in many countries abroad. In other words, 
production was lower, often, no doubt, owing to less favour- 
able conditions. There was a very distinct tendency on 
the part of British capital to be exported to foreign 
countries, where profits were greater. British industry, 
in fact, must be made more efficient and so enabled to 
pay higher wages and sufficient profits. ‘The hopeful side 
of the great increase in wages and costs is that they may 
force British industry to show far greater efficiency, to 
work on a larger stale, to eliminate waste, and to apply 
more labour-saving devices. Low wages have in the past 
led the British employer to think far too much of the 
cheapness of labour and far too little of the efficiency of 
his organisation. ‘There is no doubt whatever that we were 
fast falling behind in the modern race, as was pointed out 
in THe Rounp Taste of December, 1916. If we could all 
pull together there is no reason why we should not quickly 
reconquer our old position in the world. Our productive 
capacity is unimpaired, the demands for our products 
great. We require merely skill, intelligence, energy and 
goodwill. If, however, false ways of thinking impair our 
productive capacity, our future must be uncertain. 

At present, however, we have to face the fact that, how- 
ever our national income is divided, there is not in reality 
enough to go round. You cannot make something out of 
nothing. If the miners get 6s. more in wages and do not 
produce 6s. more wealth, then, unless profits can be reduced 
sufficiently to provide the sum required—which is not the 
case—the rest of the community will get 6s. less, since 
prices are bound to rise to that extent. If every one in 


every industry gets 6s. more, then prices will go up by 6s. 
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all round, and everyone will be where they were before. 
That is indeed much what has happened. There is no 
remedy to be found merely by raising wages without 
increasing production. 

On the other hand, the very fact that the national 
income, even if equally divided, is not sufficient for bare 
needs is proof of the criminal wastefulness of luxurious 
expenditure by the rich. The more their money is spent 
on wasteful and unproductive luxury, the less is saved 
and invested in productive industry for the purpose of 


meeting the needs of the nation, and particularly the working 
population. 


II 


R. BOWLEY’S figures quoted above refer to the 

period just before the war. Unfortunately, since 
since then we have become considerably poorer. Both 
the country and the Government are now and have 
for five years been living far beyond their means; our 
prosperity in war time and now has been and is due 
to the fact that both country and Government have been 
living on borrowed money. When, as they must soon do, 
they cut their coat according to their cloth, we shall 
feel like a spendthrift who can no longer borrow, and who 
must depend in future on his own exertions. 

Take first the country. In the first six months of 1919, 
as the Board of Trade figures show, we imported goods 
to the value of {326,000,000 more than we exported, or 
at the rate of £650,000,000 per annum. Before the war 
we earned by freights, interest and commission perhaps 
between {300,000,000 and {400,000,000 a year to offset 
our excess of imports and our export of capital. No 
estimate of what this figure is now is possible, but our 
interest earnings must have been largely reduced by our 
great sales of foreign investments. On the other hand 
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freights are very greatly up. Whatever the resultant figure, 
as the exchanges show, we are importing far beyond our 
means. We have found this method of importing on 
credit so simple in the last two or three years, owing to 
the fortunate entry of the United States into the war, 
that few people realise that, had the United States not 
come in, the Allies could not after the middle of 1917 
have continued the war on anything like the same scale as 
before. We alone have borrowed from the United States 
since March 1917 nearly £1,000,000,000. But that process 
has now come to an end, though many of our imports still 
being shipped may have already been paid for in borrowed 
money. But soon we must pay with our own money 
—i.e., our exports, our freight, and so forth—for all we buy, 
and it is only then that we shall feel the full force of the 
new conditions. 

It is important our people should understand that 
other countries do not send us goods free for love of us. 
They want payment, and can only get it by buying pro- 
ducts from us—e.g., coal, wool or manufactured goods. 
This means of payment they cannot now get, or only with 
difficulty, and therefore we shall soon find it difficult to 
import on anything like the same scale as now, notwith- 
standing that in general our imports are vital to our welfare. 
Moreover, all we import will cost us more ; for the more 
the balance of trade goes against us, the more unfavourable 
become our exchanges and the less is the value of a pound 
sterling in terms of a dollar orarupee. Already everything 
from the United States is costing us about 12 per cent. 
more than normal owing to the fall in the exchange, and, 
as it is likely to fall still more, this burden will probably 
increase. Imports from India cost about 37} per cent. 
more than before the war. Prices will advance equivalently 
here on articles so imported, and, as many of them are 
essential raw materials for our industry, the handicap we 
are imposing on ourselves is obvious. At a certain level 


the United States in their own interests may, and probably 
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will, give us credit in a larger or smaller degree, since they 
will want to get rid of their exports. But borrowing is 
merely a palliative, not a remedy. We may by borrowing 
give ourselves a little more time to establish our balance, 
but meanwhile we shall fall still deeper into debt. Itis 
imperative, therefore, that we should increase our exports, 
and particularly to those countries from whom we can get 
imports. 

As long as the country lives beyond its means, we are in 
a vicious circle. The depreciation of the exchanges 
increases the cost of imports; prices accordingly rise, and 
the higher internal prices encourage further imports and 
discourage exports. It is only when we cannot go on 
living beyond our means—i.e., when the prices of imports 
become prohibitive by the fall in the value of our own 
currency and, on the other hand, exports are artificially stimu- 
lated by the increase in the relative value of foreign curren- 
cies—that the tide begins to turn. But such a process will 
involve a heavy strain and readjustment on so highly 
developed a foreign trade as ours, and we shall return to 
a healthy state only at great cost to ourselves. 

It is probable that sanity as regards purchases abroad 
will be more or less imposed on us. Borrowing, whether 
abroad or at home, appears to most people to have been 
during the war a wonderfully successful scheme, a kind of 
invention in the economic world, which has somehow shown 
we were much richer than anyone ever thought. But 
perpetual borrowing is no easier to invent than perpetual 
motion. For, fortunately or unfortunately, the perpetual 
lender has not yet been discovered. Our borrowing 
abroad at any rate is likely to be strictly limited. America 
and other countries will, no doubt, lend to some extent. 
But all Europe requires credit, and America’s credit 
resources will be greatly taxed to provide for nations more 
destitute than we are. 

Our problem is indeed a difficult one. For our own 
sakes and for the world’s we must help Europe to mend its 
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broken economic life. We must trade with it, because we 
must sell our goods. Yet we cannot trade except on 
credit, since Europe has, broadly, no means of paying. 
How can we give credit, with our enormous adverse 
balance of trade, and when we too must borrow? Must 
we not sell our exports only to those countries who can 
pay us in immediate imports? If we use our labour and 
capital to provide exports to an impoverished Europe, 
which must owe us for them, is not our power to purchase 
our own imports pro tanto reduced? ‘There is no wholly 
satisfactory answer to these questions. Strictly speaking, 
we cannot afford to give credit. On the other hand, to 
some extent we must. It is an impossible policy to refuse 
to trade with Europe at all. We must ourselves rely, in our 
turn, on getting credit elsewhere. ‘The crisis is too great 
and urgent. Most of Europe is in desperate need. Unless 
its industries get started the very gravest social disorders 
and even social collapse seem probable, and the reaction 
on ourselves would be profound. The rapidity, too, of 
our recovery depends on that of Europe. We must all go 
forward more or less together. It may be argued, if we 
refuse help, America, with her vastly favourable balance 
of trade, can and should give it. But, while she will give 
credit to sell her own goods, will she lend to sell ours ? 
She would be wise and far-sighted to do so, but it is 
doubtful if she will. But while giving and taking credit 
to such a minimum extent as will be found inevitable, we 
must face the fact that lending and borrowing are merely 
temporary expedients. What is vital for the impoverished 
countries of Europe, including our own, is to work hard 
and live hard until they can pay their own way. 

The problem would be rendered more easy for us 
if all countries exporting raw materials, especially 
the British Dominions, would themselves provide the 
necessary credit for financing their own exports, 
instead of looking to the overburdened British people 
to do so. 
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If our borrowing is, as it should be, reduced to a 
minimum, then we must allow economic conditions full 
play and let the exchanges fall to the point which our 
situation justifies, and which, at whatever cost in higher 
prices to ourselves, will compel us one and all to live as our 
circumstances demand. 

But it is not only the country but the Government, too, 
that has been living for five years beyond its means. It is 
the vast internal borrowing by the Governments of all 
belligerent countries, with the consequent inflation of 
currency and credit, from Vladivostok right round the 
world to San Francisco and Vancouver, that has led in the 
main to.the vast increase in world prices. This increase 
will continue as long as Governments borrow large sums 
by means which add to the floating amount of money and 
credit. Here again we are in a vicious circle. Every 
increase in prices at present means more Government 
borrowing, and Government borrowing again increases 
prices. There is only one remedy. Revenue and expendi- 
ture must balance, We all sympathise with the great 
schemes of social betterment, involving vast and often 
productive outlay on the Government’s part. Neverthe- 
less, if, as seems likely, we have almost reached the limit 
of productive taxation, the first duty of a statesman is to 
see that expenditure does not exceed the revenue he can 
raise. A capital levy is not an alternative, It must not 
be used for revenue purposes, but only to pay off capital 
debts. It would, no doubt, reduce interest charges, and 
so allow of some reduction in taxation. But it would be 
a fatal and spendthrift policy to use it for meeting recurring 
expenditure. 

Similarly, it is a ruinous policy to use taxation to pay 
subsidies on coal, bread and railways. Every industry 
must stand on its own feet. Otherwise we shall end in 
the most hopeless confusion. For this reason Sir Auck- 
land Geddes’s imposition of 6s. on coal is to be heartily 
welcomed, and it is to be hoped the railway, bread, and 


689 





The Economic and Financial Situation 


any other subsidies will be dealt with also. Anything is 
better than “ make believe.” ‘To do away with subsidies 
will increase prices. But we shall at least have some 
chance of getting on to a sound basis. To maintain 
them would also increase prices by increasing Government 
borrowings, as well as prolong a rotten economic situation. 
So long as prices ought to be high, to correspond with the 
increased inflation, it is useless to try and dam the flood. 
A French authority recently informed the writer that the 
French Food Administration determined to provide cheap 
food for the workers. At Marseilles, for instance, a 
dejeuner of 14 francs was provided. It was found, how- 
ever, that the result was that the workmen merely bought 
wine for § francs and cigars for 2 francs. ‘They had plenty 
of paper money, and they were going to spend it somehow. 

This problem of internal borrowing is, if anything, 
more dangerous than external. We cannot borrow abroad 
if no one will lend. But, even if we refuse to subscribe to 
our own Government loans, a reckless Government has 
still one expedient, fatal but simple. It can take our 
money from us without our knowing it by issuing more 
currency notes. Before the war no Government had such 
power. But since we have abandoned the gold standard 
there is no further legislative hindrance to unlimited 
depreciation. As the currency increased, prices would go 
up and up. No price regulation would be of any avail, nor 
any other method of stopping profiteering. While prices 
are rising, profiteering is automatic. ‘To follow this line, 
therefore, would be suicidal. Butina tight corner politicians 
do suicidal things, and very many Governments in history 
have fallen to the temptation, and indeed are falling now. 

Suppose, however, that, whether by choice or com- 
pulsion, the Government pursues a sound policy. ‘There 
would then be hope that we should gradually right our- 
selves. So far as prices were dependent on our own as 
apart from world conditions, they would tend to remain 
stationary or gradually to fall. Falling prices bring, as is 
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well known, depression in industry. Production slackens 
in order to readjust itself to consumption. Profits 
disappear. Businesses with heavy commitments get into 
difficulties. No one wishes to extend. Unemployment 
increases, and wages are extremely difficult to keep up. 
In fact, it is a period of unpleasant convalescence after 
fever. It has to be gone through, though it is wise to see 
that the high temperature does not fall too rapidly, since 
a general collapse of prices is to be avoided by all possible 
means. We have to brace ourselves to go through such a 
period. If we face facts, we may get over our difficulties 
more easily than seems now likely. 

But suppose, on the other hand, that the Government does 
not economise and continues to borrow. Suppose, further, 
that production and exports continue at a low ebb. Then 
prices will probably rise very rapidly. ‘The cost of imports, 
through the declining exchanges, will become so exorbitant 
that we shall hardly be able to purchase either food or raw 
materials for industry, and the very high prices due to 
this and to further inflation of currency and credit will 
both check consumption here and render competition 
abroad more difficult, apart altogether from growing social 
disturbance. Luckily for us, prices abroad are very high, 
often much higher than ours. But clearly such conditions 
have great dangers. When prices stop rising, many com- 
panies will experience great difficulties. A constant adjust- 
ment between supply and demand, consumption and 
production, is at all times necessary, and in times of such 
violent fluctuations a sufficiently rapid adjustment becomes 
more and more difficult. Moreover, a thoroughly unhealthy 
condition of affairs, of which we see many traces now, is 
brought into being. The normal consumption of all those 
who are not in a position to increase their incomes falls off 
in face of the constantly rising prices ; the working popula- 
tion is affected similarly unless it can secure a continuously 
increasing remuneration; on the other hand, profits in 
many trades and businesses are, or at any rate appear, 
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enormous. “Easy come, easy go,” and all the class of 
profiteers, whether from the ranks of capital or labour, 
spend much on wasteful extravagance. Ultimately, how- 
ever, the check in consumption due to the excessive cost 
of imports must tell. The necessary readjustment of 
production to consumption will not be made rapidly 
enough. Over-production in some line or other will prove 
exceptionally dangerous to industrial companies loaded 
with stocks bought at very high prices. If there were to be 
a general collapse of prices, there would be widespread 
failure and distress. What is more likely is that conditions 
would be sufficiently stable to enable the readjustment and 
fall in prices to be made gradually over a more or less lengthy 
period of depression. 

There is perhaps no country in the world which stands 
to suffer more than England from very severely depreciated 
exchanges. In countries where internal production from 
the soil can be rapidly increased, or where industry either 
is not highly developed or can find its raw materials within 
the country’s borders, depreciated exchanges can bring a 
rapid reduction of imports and increase of exports without 
a very great internal strain. But our state is different. 
The bulk of our imports—1z.e., food and raw material—we 
must have. We cannot export without them. ‘The 
production of our own soil, whether in food or raw 
materials, cannot be rapidly increased. ‘The situation is 
therefore very difficult. Let us repeat that it requires 
imperatively that prices should not continue to rise. 
They will certainly rise, whatever may be the measures 
against profiteering, unless economy on the part of the 
Government allows a halt to be called to further inflation 
and unless by increased production we can largely increase 
our exports. It is not profiteering—bad as that is—that 
is the greatest cause of high prices, but that condition of 
affairs in which profiteering is bound, by the very nature of 
things, to flourish. For an extravagant Government to pass 
Profiteering Acts is merely for Satan to rebuke sin. 
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Ill 


HOSE who think it is easy to exaggerate the seriousness 

of the present position are advised to study Mr. 
Hoover’s Memorandum on the economic situation of 
Europe, published by the Ministry of Food since the above 
pages were written. For the purpose of convenience this 
striking statement is printed at the end of this article, since 
there is no living man who has a tithe of Mr. Hoover’s 
knowledge and experience in this matter. Europe is in a 
plight which few in this country suspect. Whilst our 
difficulties are great, they are small compared with those 
of our neighbours. 

Mr. Hoover endorses in a far more striking way all that 
has been said above with regard to the necessity of increased 
production, of saving, and of Government economy. It 
is particularly interesting to note the strong opinion 
which he expresses against any attempt to tamper by 
Government action with “ the delicate and highly developed 
organisation of production and distribution,” or to try 
to remedy our difficulties by the control of prices whether 
national or international. 

There is no one concerned with Government price- 
fixing during the war, and the extraordinary complications 
and perplexities produced thereby, who would not echo 
his words. All-important is his statement that the control 
of prices and distribution cannot stop with a few prime 
commodities, but must go on, until they have all been placed 
under restriction “ with inevitable stifling of the total 
production.” Whilst Mr. Hoover with his unrivalled 
experience says this, our Government has introduced a 
Profiteering Bill which may do good in some directions, 
but may easily do more harm in others. Mr. Lloyd George 
should remember that he once said in a famous speech 
that you “ cannot haggle with an earthquake.” 
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There is no sovereign remedy for our existing ills. 
They are the natural and inevitable consequence of the 
war. They arise partly from the destruction of wealth, 
partly from the inflation of currency and credit, partly 
from the interference of Governments, necessary during 
the war, with the normal course of supply and demand, 
and very largely from the enormous dislocation of world 
industry in every direction. All these influences are at 
work in raising prices. So far as our industry is affected 
by conditions in other countries, we can merely wait till 
they commence to recover. That depends partly on the 
wisdom of the Governments concerned, but far more on 
the energy and initiative, hard work and hard living of 
the people of each country. While, however, our neigh- 
bours’ troubles will bring us troubles too, these can be 
enormously diminished or aggravated by our own action. 
The Government’s duty is clear. It must bring its ex- 
penditure within the limits of its revenue, cease borrowing 
except for redemption of short-dated loans and stop 
inflating credit and currency. If it has not the courage to 
adhere firmly to such a policy, our situation must infallibly 
grow worse. It will require great courage. All sorts of 
schemes, which ought for other reasons to be carried out, 
must be abandoned, and one criterion alone established : 
“ Can we afford it ? ” not “ Is it an attractive and desirable 
scheme ?” A man would often like to spend much more 
than he does for the benefit of his family, but, if he is not 
rich enough, he cannot. So with a nation. A large part 
of the population believes still that the war either will or 
at least ought to bring great improvements in conditions. 
They look for some new thing, for a new England where 
everyone will be better off than before, and they regard 
very naturally drastic State action as the main means of 
achieving this end. The State is either to “ nationalise ” 
this or that industry or it is to spend vast sums on housing, 
forestry, railways, canals and a hundred and one laudable 
objects. It is to find the means by raising great sums 
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from the rich, voluntarily, if possible, or if not by com- 
pulsion. It is to secure to itself all profits, or, if necessary, 
to confiscate a good part of existing wealth. 

Such a programme is not feasible. If a capital levy is 
resorted to, the proceeds must be devoted to reducing 
existing indebtedness, not to meet further expenditure. 
It is hardly possible to increase taxation on profits or any 
other source without diminishing the yield. There is, it 
is true, urgent need for large expenditure in many direc- 
tions. But there is no benefit Government expenditure 
can give commensurate with the evils of further inflation 
and further rises in prices. Nationalisation or State 
Socialism in any form looked at from the economic stand- 
point must be judged in the long run according as to 
whether it will ultimately increase our national income— 
i.é., result in the production of more wealth with less 
effort. On this subject something is said in another part 
of this issue.* 

But for the immediate present it must be judged 
according as to whether it involves further Government 
expenditure. If it does, existing conditions forbid us in 
the interests of every class of the community to enter 
upon it. 

Until economy is the watchword of the Government in 
power, it is useless to consider currency or any other 
reform. If once it is certain we have reached stability in 
Government expenditure, the way will be cleared for 
grappling with our other problems. Confidence will begin 
to return ; industry will be able to make plans for the future, 
and reform of the currency can be taken in hand. If, 
however, we are deceived by the appearance of prosperity 
into thinking we can still afford all kinds of experiments, 
we shall invite the gravest economic and financial disorder. 


* See Nationalisation as a Remedy, p. 720. 
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APPENDIX * 
Tue Economic SiTuaTIon 1N Europe 
Statement and Analysis by Mr. Herbert Hoover 


HIS Memorandum was prepared by Mr. Hoover for 

special purposes and not for publication. The Food 
Controller, however, considered it of such interest that he 
asked to be allowed to publish it in this Journal. Mr. 
Hoover consented on condition that it was viewed as an 
analysis and not as a criticism. 


I 


The economic difficulties of Europe as a whole at the 
signature of Peace may be almost summarised in the phrase 


“‘demoralised productivity.” The production of neces- 
saries for this 450,000,000 population (including Russia) 
has never been at so low an ebb as at this day. 

A summary of the unemployment bureaux in Europe 
will show that 15,000,000 families are receiving unemploy- 
ment allowances in one form or another, and are, in the main, 
being paid by constant inflation of currency. A rough 
estimate would indicate that the population of Europe is at 
least 100,000,000 greater than can be supported without 
imports, and must live by the production and distribution 
of exports; and their situation is aggravated not only by 
lack of raw materials, imports, but by low production of 
European raw materials. Due to the same low production 
Europe is to-day importing vast quantities of certain 
commodities which she formerly produced for herself 


*From the National Food Fournal (August 13, 1919), issued by the 
Ministry of Food. 
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and can again produce. Generally, in production, she is 
not only far below even the level of the time of the signing 
of the Armistice, but far below the maintenance of life and 
health without an unparalleled rate of import. 

Even prior to the war these populations managed to 
produce from year to year but a trifling margin of com- 
modities over necessary consumption, or to exchange for 
deficient commodities from abroad. It is true that in 
pre-war times Europe managed to maintain armies and 
navies, together with a comparatively small class of non- 
producers, and to gain slowly in physical improvements 
and investment abroad; but these luxuries and accu- 
mulations were only at the cost of a dangerously low 
standard of living to a very large number. The pro- 
ductivity of Europe in pre-war times had behind it the 
intensive stimulus of individualism and of a high state of 
economic discipline, and the density of population at all 


times responded closely to the resulting volume of pro- 
duction. 


During the war the intensive organisation of economy 
in consumption, the patriotic stimulus to exertion, and 
the addition of women to productive labour largely balanced 
the diversion of man-power to war and munitions. These 
impulses have been lost. 


II 


It is not necessary to review at length the causes of this 
decrease of productivity. They are, in the main, as 
follows :— 

The industrial and commercial demoralisation 
arising originally out of the war, but continued out 
of the struggle for political rearrangements during 
the Armistice, the creation of new Governments, 
their inexperience, and friction between these Govern- 
ments in the readjustment of economic relations. 
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The proper and insistent demand of labour for 
higher standards of living and a voice in administration 
of their effort has unfortunately become impregnated 
with the theory that the limitation of effort below 
physical necessity will increase the total employment 
or improve their condition. 

There is a great relaxation of effort as the reflex of 
physical exhaustion of large sections of the population 
from privation and from the mental and physical 
strain of the war. 

To a minor degree, considering the whole volume, 
there has been a destruction of equipment and tools, 
and loss of organisation and skill, due to war diver- 
sions, with a loss of man-power. ‘This latter is not at 
present pertinent in the face of present unemployment. 

(The demoralisation in production of coal. Europe 
to-day is an example in point of all these three forces 
mentioned above, and promises a coal famine with 
industrial disaster unless remedied. It is due in a 
small percentage—from the destruction of man-power 
—to the physical limitation of coal mines or their 
equipment. It is due in the largest degree to the 
human factor of the limitation of effort.) 

The continuation of the Blockade after the Armistice 
has undoubtedly destroyed enterprise even in open 
countries, and, of course, prevented any recovery in 
enemy countries. The shortage in overseas trans- 
portation, and the result of uncertainties of the 
Armistice upon international credits, have checked 
the flow of raw materials and prevented recovery in 
the production of commodities especially needed for 
exchange for imports from overseas. The result of 
this delay has been unemployment, stagnation, 
absorption of capital in consumable commodities to 
some extent all over Europe. 

From all these causes, accumulated to different 
intensity in different localities, there is the essential 
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fact that, unless productivity can be rapidly increased, 
there can be nothing but political, moral and economic 
chaos, finally interpreting itself in loss of life on a scale 
hitherto undreamed of. 


Ill 


Coincident with this demoralisation in production, 
other disastrous economic phenomena have developed 
themselves, the principal one of which is that the very 
large wages paid to special workers, and the large sums 
accumulated by speculation and manufacture during 
the war, have raised the standard of living in many indi- 
viduals from the level of mere necessities to a high level 
of luxuries. Beyond this class there is a reflex in many 
other classes from the strenuous economies against waste 
and the consumption of non-essentials in all countries ; 
and, asa result, there is to-day an outbreak of extravagance 
to a disheartening degree. 

Another economic change, of favourable nature from 
a human point of view, but intensifying the problems of 
the moment, has been the rise in the standard of living 
in large sections of the working classes through the larger 
and better wage distribution, separation allowances, etc., 
during the war. Parallel with these classes are those of 
fixed income, the unorganised workers, and the unemployed, 
on whom the rising cost of living is inflicting the greatest 
hardship. 


IV 

During some short period it may be possible for the 
Western hemisphere, which has retained and even 
increased its productivity, to supply the deficiencies of 
Europe. Such deficiencies would have to be supplied 
in large degree upon credits. But aside from this, the 
entire surplus productivity of the Western hemisphere is 
totally incapable of meeting the present deficiency in European 
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production if it is long continued. Nor, as a practical fact 
could credits be mobilised for this purpose for more than a short 
period, because all credits must necessarily be simply an advance 
against the return of commodities in exchange, and credits 
will break down the instant that the return of commodities 
becomes improbable. Further, if such credits be obtained for 
more than temporary purposes, it would result in economic 
slavery of Europe to the Western hemisphere, and the ultimate 
end would be war again. 

The solution, therefore, of the problem, except in purely 
temporary aspects, does not lie in a stream of commodities 
on credit from the Western hemisphere, but lies in a 
vigorous realisation of the actual situation in each country 
of Europe and a resolute statesmanship based on such a 
realisation. The populations of Europe must be brought 
to a realisation that productivity must be instantly 
increased. 


V 


The outcome of social ferment and class consciousness 
is the most difficult of problems to solve. Growing out 
of the yearning for relief from the misery imposed by 
the war, and out of the sharp contrasts in degree of class 
suffering, especially in defeated countries, the demand 
for economic change in the status of labour has received 
a great stimulus leading to violence and revolution in large 
areas, and a great impulse to radicalism in all others. 
In the main, these movements have not infected the 
agricultural classes, but are essentially a town phenomenon. 

In this ferment Socialism or Communism has claimed 
to speak for all the downtrodden, to alone bespeak human 
sympathy and to alone present remedies—to be the lone 
voice of Liberalism. Every economic patent medicine has 
flocked under this banner. Europe is full of noisy denun- 
ciation of private property as necessarily being exploitation. 
Considerable reliance upon some degree of Communism 
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has been embraced by industrial labour even in non- 
revolutionary countries. Its extremists are loud in asser- 
tion that production can be maintained by the impulse 
of altruism alone, instead of self-interest. ‘Too often they 
are embracing criminal support and criminal methods 
to enforce their ideals of human betterment. Every 
country is engaged in political experimentation with varying 
degrees of these hypotheses, and so far every trial has 
reduced production. 

The Western hemisphere, with its more equitable 
division of property, its wider equality of opportunity, 
still believes that productivity rests on the stimulus 
from all the immutable human qualities of selfishness, 
self-interest, altruism, intelligence with education. It 
still believes that the remedy of economic wrong lies not 
in tampering with the delicate and highly-developed 
organisation of production and distribution, but in a better 
division of the profits arising from them. It still believes 
in the constitutional solution of these problems by the will 
of the majority, while Europe is drifting toward the domina- 
tion of extremist minorities. The Western hemisphere’s 
productivity is being maintained at a surplus over its own 
needs. 

The first and cardinal effort of European statesmanship 
must be to secure the materials and tools to labour, and to 
secure its return to work. ‘They must also secure a recogni- 
tion of the fact that, whatever the economic theory or 
political cry, it must embrace the maximum individual 
effort ; for there is no margin of surplus productivity in 
Europe to risk revolutionary experimentation. 

No economic policy will bring food to those stomachs or fuel 
to those hearths that does not secure the maximum production. 
There is no use of tears over rising prices ; they are, to a great 
degree, a visualisation of insufficient production. 
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VI 


During the period of reconstruction and recovery from 
reduced productivity conservation in the consumption of 
non-essential commodities is more critical than at any 
time during the war. The relaxation of restriction on 
imports and on consumption of articles of this character 
since the Armistice is disheartening in outlook. It finds 
its indication in the increased consumption of beverages 
and articles de luxe in many countries, even above a pre- 
war normal. 

Never has there been such a necessity for the curtailment 
of luxury as exists to-day. 


Vil 


The universal practice, in all the countries at war, of 
raising funds by inflation of currency is now bringing home 
its burden of trouble, and in extreme cases the most resolute 
action must be taken, and at once. In other countries of 
even the lesser degree of inflation such currency must be 
reduced and included in the funded debt, or alternatively 
the price of wages, living, and international exchange must 
be expected to adjust itself to this depression. The outcry 
against the high cost of living, the constant increase of 
wages and the fall in exchange that is going on are in a 
considerable degree due to this inevitable readjustment. 


Vill 


The stimulation of production lies in the path of 
avoidance of all limitations of the reward to the actual 
producer. In other words, attempts to control prices 
(otherwise than in the sense of control of vicious specula- 
tion) are the negation of stimulation to production, and 
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can only result in further curtailment of the total of 
commodities available for the total number of human beings 
to be fed, clothed, and housed. 

There still exists in Europe great bureaucracies created 
from the necessity of control of price and distribution by 
the conditions of the war, who are loth to recognise that 
with world markets open no such acute situation exists, 
and that their continued existence is not essential except 
in the control of speculation. The argument so much 
advanced that world shortage may develop, and justifies 
continued control of distribution and price, is based upon 
the fallacious assumption that, even if the world markets 
are freed of restraint, there is a shortage to-day in any 
commodity so profound as to endanger health and life. 

From any present evidence, thanks to the high produc- 
tion outside Europe, no shortage exists that will not find 
its quick remedy in diminished consumption or substitu- 
tion of other commodities, through minor alteration and 
price. All attempts at international control of price, with 
a view to benefit the population in Europe at the cost of 
the producer elsewhere, will inevitably produce retro- 
gression in production abroad, the impact of which will 
be felt in Europe more than elsewhere. A decrease of 
20 per cent. of Western hemisphere wheat would not starve 
the West ; it would starve Europe. 

It must never be overlooked that control of price and 
distribution cannot stop with a few prime commodities, 
but, once started, its repercussions drive into a succeeding 
chain of commodities ; and that on the downward road of 
price control there can be no stoppage until all commodities 
have been placed under restriction, with inevitable stifling 
of the total production. 

It is also often overlooked by the advocates of price 
control that, whereas the high level of production was 
maintained during the war even under a restraint of price, 
this high production was obtained by the most vivid appeal 
to patriotic impulse on both sides of the front. This 
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stimulus to production and distribution no longer obtains, 
and the world must go back to the prime impulse—and 
that is the regard to the individual producer and distributor. 

That body vf advocates who have deduced from war 
phenomena that production and distribution can be 
increased and maintained by appealing to altruism as the 
equivalent of patriotism or self-interest should observe the 
phenomena of Russia, where the greatest food-exporting 
country is to-day starving. 


Ix 


It must be evident that the production cannot increase 
if political incompetence continues in blockade, embargoes, 
censorship, mobilisation, large armies, navies and war. 


X 


There are certain foundations of industry in Europe 
that, no matter what the national or personal ownership 
or control may be, yet partake of the nature of public 
utilities in which other nations have a moral right. For 
instance, the discriminatory control of ships, railways, 
waterways, coal and iron in such a manner as to prevent 
the resumption of production by other States will inevitably 
debar economic recuperation and lead to local spats of 
economic chaos with its ultimate infection abroad, to say 
nothing of the decrease in productivity. These misuses 
are already too evident. 


XI 


The question of assistance from the Western hemisphere 
during a certain temporary period, and the devotion of its 
limited surplus productivity to Europe, is a matter of 
importance and one that requires statesmanlike handling 
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and vision. It is but a minor question compared to those 
stated above, and it is in a great degree dependent upon 
the proper solution of the factors already touched upon. 

It is a service that the Western hemisphere must 
approach with a high sense of human duty and sympathy. 
This sense will, however, be best performed by the insis- 
tence that its aid would not be forthcoming to any country 
that did not resolutely set in order its internal financial 
and political situations, that did not devote itself to the 
increase of productivity, that did not curtail consumption 
of luxuries and the expenditure upon armaments, and did 
not cease hostilities, and did not treat its neighbours fairly. 

If these conditions were complied with, it is the duty 
of the West to put forth every possible effort to tide 
Europe over this period of temporary economic difficulties. 
Without the fulfilment of these conditions, the effort is 
hopeless. 

With Europe turned towards peace, with her skill and 
labour aligned to overcome the terrible accumulation of 


difficulty, the economic burden upon the West should not 
last over a year, and can be carried, and will be repaid. 
To effect these results the resources of the Western 
hemisphere and of Europe must be mobilised. 

Hersert Hoover. 


July 3, 1919. 





CONSTITUTIONAL REFORM IN 
INDIA 


MID the dramatic surprises which India has experi- 
enced during the last few months—a war with Afghan- 
istan and a serious rising within its own borders—nothing 
has been allowed to interfere with the steady progress of 
the scheme for its constitutional advance. In India the 
Viceroy and his colleagues have been busy in developing 
the Montagu-Chelmsford report into a project of practical 
administration, which they have described in a series of 
weighty dispatches recently published. At this end the 
necessary legislation has been introduced in Parliament ; 
and after an unopposed second reading in the House of 
Commons, the Bill was referred to a joint committee of 
both Houses, which is now engaged in hearing evidence, 
notably from a number of delegations representing the 
different shades of political opinion in India. It appears 
within reasonable probability that the Bill will pass in 
the coming autumn session, allowing the Government of 
India to get to work on the mass of subsidiary legislation 
which must be framed in that country in time to inaugurate 
the new constitution in April, 1921. Ardent spirits may 
wish that the policy announced by His Majesty’s Govern- 
ment two years ago could have borne earlier fruit; but 
the practical politician must recognise that circumspection 
is hardly less important than speed in a task of such 
magnitude. 
While the solid work of preparation has been moving 
steadily forward, there has been a running commentary of 
criticism, protestation and further demands. In a speech 
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before his legislative council the Viceroy held language 
indicating that the scheme promulgated by himself and 
Mr. Montagu went as far, by way of a first step in political 
progress, as he personally was prepared to see. The 
immediate retort was a declaration from the Indian leaders 
that the scheme was for them an “ irreducible minimum,” 
and that they must have more. Their courage grew when 
Mr. Montagu, in the course of the debate on the second 
reading, told the House of Commons that “ you dare not 
and ought not to do less than we propose in this Bill” ; 
and the demands of the moderate party are now focussing 
on the introduction of popular control into the central 
as well as the provincial sphere. The more advanced 
party will have nothing to do with experiment or caution. 
With them it must be home rule or nothing ; full respon- 
sible government at once, or in five years, or ten, or what- 
ever period their oratory can screw out of an uncritical 
British public. Meanwhile the Government of India are 
being trounced for attenuating the original scheme in their 
detailed proposals ; every alteration they have advised is 
described as a reactionary detraction from the generosity 
which the Montagu-Chelmsford report had promised. 
The official spokesman of the Indian Government before 
the joint committee has categorically denied any intention 
of whittling down the scheme; and it is only those who 
profess to regard the report, despite the clear statement 
of both its authors, as a declaration of policy by His 
Majesty’s Government who can quarrel with its conversion 
into a workable business proposition. Nor has the patlia- 
mentary committee itself escaped the facile critic. It is 
attacked in two opposite directions with equal ineptitude. 
Certain Anglo-Indian organs assail it as a packed jury of 
Mr. Montagu’s supporters ; the extremist press denounces 
it as conservative and hostile to the movement for reform. 
To this petulance the best answer is the courteous reception 
by the committee of every statement that has been put 
before it, and its obvious determination to hear every side 


TF 





Constitutional Reform in India 


of the question. Lord Selborne presides with marked 
dignity and fairness over a tribunal which is worthy of the 
greatness of its labours. 

Those labours are not rendered easier by the peculiar 
form of the legislation on which judgment has to be framed. 
In drafting the legal basis for the new constitution, two 
courses were open. One would have been to repeal the 
archaic law (consolidated but not amended in 1915) which 
set up the present system of government in India when it 
was taken over by the Crown from the East India Company 
and to replace it by a full charter for the new regime. 
There were obvious advantages in such a course; but on 
the other hand it is not easy to legislate for a movement 
by uncertain stages towards a probably distant goal. 
Parliamentary exigencies were also against what might 
have been a long and highly controversial measure; and 
the Cabinet had to fall back on something less ambitious. 
The other course, which they adopted, was a short amending 
Bill, which is content to knock sufficient holes in the struc- 
ture of official government to admit the new principle of 
popular control. All details of administrative machinery 
are left to rules which will be laid before Parliament, or 
to the growth of precedent and practice. The joint 
committee may thus find itself in a dilemma, foreshadowed 
indeed in Mr. Montagu’s speech on the second reading. 
It may consider that matters have been relegated to rules 
which are of such importance that it must insist on their 
being embodied in the substantive law. Or it may be 
unable to advise Parliament on the Bill without at the same 
time stipulating for rules of a particular type, and thus 
prejudging the work of the rule-making authorities. In 
either event the committee will wish to see the rules that 
are proposed, or at least a full description of them, before 
it can visualise the system which is to be set up under the 
Bill, and judge of its propriety. On much of this sub- 
sidiary legislation there will be little time to consult 
competent authority in India. 
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Fortunately the essentials are few on which a clear-cut 
decision at this stage is imperative. The head and front 
of the whole system is the dual machinery for the future 
government of the Indian province. Pursued by suspicion 
as a dangerous novelty, saddled with a nickname which 
was invented to condemn it, and imperfectly understood 
by those who have not studied the documents, the theory 
of dual administration has had to run the gauntlet of much 
severe criticism. ‘True, its most trenchant critics, and 
the readiest with impracticable alternatives, are those who, 
while rendering lip-service to reforms, in their hearts are 
hostile to change. Nevertheless it is only honest to admit 
that all our political experience calls out for a united govern- 
ment if possible, a cabinet system of the type which 
England has bequeathed to the Dominions; and it will 
be the heavy responsibility of the joint committee to judge 
between this natural predilection and the requirements of 
the unique situation in India. Readers of Tue Rounp 
Taste will be familiar with the proposal which was 
developed in the Montagu-Chelmsford report and is now 
embodied in the Bill. In brief it is this. In each province 
the government will in future consist of two sections ; 
on the one hand, the Governor with his official colleagues 
in executive council; on the other, the Governor with 
ministers drawn from the legislative assembly. To the 
former will be reserved the administration of the heavier 
and more technical duties of the State, such as the magis- 
tracy and police, the land revenue and irrigation, universi- 
ties, forests, industries, harbours, etc., with the final 
responsibility for maintaining law and order. To the 
latter will be transferred the remaining duties, such as 
the control of local bodies, primary education, sanitation, 
excise, agriculture, roads and bridges, etc. ‘The Governor 
will be the link between the two sections of his government, 
and it will be his task-to inspire them, by personal suasion 
and joint deliberation, with a common purpose and a 
harmonious policy. Each section, however, will be fully 
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responsible within its own sphere. It will issue its own 
orders in its own name, and be accountable for the results. 
Ten years hence a parliamentary commission will go out to 
India and advise on the success of the experiment. If its 
report is favourable, further subjects will be transferred 
to ministers; and so the process will go on until full 
responsible government is established, the official half of 
the administration disappears, and the transitional device 
of dualism is absorbed in a unified popular administration. 

Such is the polity, nicknamed “ dyarchy,” which is 
contemplated in the Bill. It is warmly defended by the 
Government of India on abstract as well as practical grounds, 
it was blessed by so high an authority as Mr. H. A. L. 
Fisher in the House of Commons, and it seems to be 
accepted by moderate Indian opinion. Is there any other 
and better solution? The essence of the problem is of 
course the absence of any analogy to the party system in 
the Indian province; for the official government must 
remain in effective power while the popular assembly is 
finding its feet and ministers are learning their work. 
Add to this the consideration that the popular side of the 
government will have to be judged by the record of its 
own deeds as to its capacity for further power; and the 
conditions of the problem seem to leave no outlet but 
dualism. A rival scheme, put forward by a group of 
provincial administrators, has attracted some attention. 
Under it, the Governor would have a single executive 
council, composed one half of officials and one half of 
ministers drawn from the popular assembly ; policy would 
be joint and responsibility would be shared. ‘The scheme 
claims credit for following the traditional lines of a united 
cabinet ; but clearly the resemblance is purely superficial. 
What is pictured is a provincial government which would 
not be fully responsible either to the British Parliament 
or to its own local legislature. Each half would be account- 
able to its own master; and when their duties clash—as 
in time clash they must—how would they pursue a common 
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policy ? how would they present a united front ? or how 
could they hold together for a day? Under a dual system 
there will equally be differences of opinion and ideals ; 
but in the end each half will follow its own course in its 
own field of duty, and will answer for the consequences. 
The unified executive must end in deadlock and a violent 
recasting of the system. The dual executive may be 
awkward and uncomfortable at first, but it contains the 
material for steady and measured progress. Much will 
depend upon the Governor’s personality and his capacity 
for handling the somewhat uneven team. But public life 
in England and the public services in India are not bankrupt 
of men who can make the task a success. They will need 
the missionary spirit and a keen belief in the future. 

In a wise interpretation of the dual system, two con- 
ditions are inherent. One is that each section of the 
government shall be left, without undue interference, to 
do its own work in its own way. The other is that the 
system must not be allowed to prejudice the welfare and 
happiness of the governed. The first of these takes us on 
to some of the most controversial ground which the joint 
committee will have to traverse. ‘To the plain man it 
seems an elementary proposition that, if each half of the 
government is to be held to account for its own work, it 
must control its own finances, and it must have its own 
legislative organ on which it can rely for supply and the 
laws essential to its administration, Yet it is precisely 
these propositions which in substance are hotly contested 
by the Indian leaders ; and the point is so crucial that no 
apology is offered for dwelling upon it at some length. 
Anxious to round off the sharpest corners of dualism, the 
authors of the original scheme had consented to a single 
legislative chamber in the province ; to this body each half 
of the government would have recourse for its laws. 
They had also contemplated a single exchequer. But for 
the official section°of the government they provided, 
first, that laws affecting reserved subjects might, on a 
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certificate by the Governor, be passed by a special or grand 
committee of the legislature ; and second, that the claims 
of reserved subjects on the exchequer would have priority 
over those of transferred subjects, though ministers 
would alone be empowered to raise fresh taxation. For 
success this plan is clearly dependent on two assumptions : — 
first, that ministers will always be willing to subordinate 
their financial needs to those of the official half of the 
government ; and second, that the grand committee is 
so constituted as to ensure its acceptance of official 
measures. ‘The former assumption stands self-condemned ; 
the latter is defeated in limine by a proposal in the report 
that in grand committee officials shall be in a minority 
of one-third. The Government of India have not un- 
naturally taken alarm at the prospect of an executive 
council entrusted with the most delicate and essential 
duties of the administration, and yet unable to pass its 
own budget or to make itsown laws. ‘They have accordingly 
put forward proposals for greater security in both respects, 
and it is those proposals which the Indian leaders pillory 
as retrograde and hostile to the spirit of the scheme. 
There is no finesse in the situation. Ministers are 
being given full control over the transferred field of ad- 
ministration, subject only to the guidance of the Governor 
and the advice of his official colleagues. But the politicians 
are not content with this. They demand, and say they 
have been promised, more. Their claim is that no taxation 
shall be raised except by and with the approval of ministers ; 
that they shall have, through the legislative assembly, 
power to refuse supply to the other half of the govern- 
ment ; and that the official element in the grand committee 
shall not be so strengthened as to afford any guarantee 
that that body will pass an unpopular measure, however 
necessary for the peace and order of the province. Further- 
more, they make no secret of their belief that any excep- 
tional powers with which the Governor will be armed for 
securing legislation or supply will meet with such fierce 
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opposition that in practice they will rarely or never be 
exercised. Stripped of all verbiage, then, the issue is 
simple. It is claimed for ministers that they shall not 
only direct their own departments, but also control, 
through the power of the purse and the power of legislation, 
the departments reserved for the Governor in his executive 
council. Is this claim to be conceded ? 

In their dispatch of March 5th the Government of India 
make their position clear. Whatever may have been said in 
the report, or whatever may have been read into it, they 
reject the claim as nowstated. The keynote of the new con- 
stitution is a division of functions with a view to training 
and testing the popular government by their management 
of the functions entrusted to their charge. It can be no 
part of the training, and it can afford no test of their 
capacity, to give them indirect control over those functions 
which are not theirs and for which they have no responsi- 
bility ; on the other hand, it may seriously impede the 
freedom and efficiency of that section of the government 
which is accountable for the proper discharge of those 
functions. The executive council cannot serve both the 
British Parliament and its own local legislature. If it is 
forced to try, then dualism becomes a vain disguise, and’ 
the whole structure must fall. Admittedly, with the 
introduction of the popular and elective element into the 
government, there will be a great widening of the influence 
of popular sentiment over the old executive machinery. 
Methods of sheer efficiency will be mellowed and humanised, 
ideals of the West will be transmuted in at least their 
outward form; we shall find ourselves respecting pre- 
judices which we had previously ignored. All this is 
inevitable, whether we like it or not. It may, indeed, be 
a desirable part of the process by which the reserved func- 
tions of the State are prepared for ultimate transfer. 
But it is a process which we shall have to guide and measure, 
and it is an entirely different matter from the paralysis 
of our work which would ensue from giving ministers 
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indirect control over it, power without responsibility. 
Indeed, our adhesion to the cardinal virtues of British 
rule may hinge upon the success with which we resist 
all insidious attempts to convert influence into control. 
This in effect is the argument of the Government of 
India, and it is an argument not easy to gainsay. If it 
is accepted by the joint committee, definite provisions for 
financial powers and for legislative powers, either by a 
strengthening of the grand committee or by some less 
cumbersome method, will presumably be inserted in the 
Bill, for they are of far too vital moment to be left to the 
mercy of regulations. 

The second condition of the success of dualism is that 
it must not be unduly burdensome on the people. To 
guard against this will be the special care of the Governor ; 
but in practice the duty will fall largely upon the public 
services, and more particularly on the district officer. 
He has long stood between the people and their many 
official masters, and he will have to fill that réle in future 
with even greater sympathy and self-effacement. It is 
not suggested that ministers will not be alive to the needs 
and wishes of their own people. Of course they will ; 
though the conflict of religions and urban ignorance of 
rural interests will not always make for disinterestedness. 
But that is not the question. Blunders, due to inexperience 
or otherwise, must be expected during the period of tran- 
sition and training; and administrative blunders must 
react upon the people, and cannot yet be corrected by the 
vote. It will be the duty of the public services to mitigate 
as far as possible the consequences of such mistakes. 
There is thus for this, if for no other, reason the strongest 
case for special consideration to public servants of all 
ranks. Their position at the moment is one of some 
apprehension. They feel that the foundations of their 
work are being shaken. They distrust the professional 
politician, and he returns the compliment with interest. 
The civil servant has been attacked with virulence by the 
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Indian agitator, and has in some cases been stung into 
protest. Meanwhile he is suffering from the growing cost 
of living, already high enough in a climate which tries 
the Englishman severely and is often dangerous to his 
family. All will come right if ministers give the public 
service their confidence and gain its confidence in return. 
But until they shake down into each others’ ways, the 
public services should be secured in their existing privileges 
and guaranteed protection in the legitimate discharge of 
their duties. 

Of dualism and its problems enough has been said to 
emphasise the gravity of the questions involved. But 
when those have been settled for the provincial 
governments, the joint committee will be faced by demands 
for a wide admission of the popular principle into the 
central government. The Bill provides for a bicameral 
system of legislature at Delhi, and abolishes the statutory 
maximum of eight, and most of the statutory qualifications, 
for the Viceroy’s executive council, with a view no doubt 
to the larger appointment of Indian members. It is now 
being urged by the Indian delegations that all this is in- 
sufficient. They want an executive council of half Indians 
and half Europeans; at least one minister drawn from 
the legislature to take charge of certain revenue depart- 
ments (salt and income-tax are mentioned, with railways 
in the background) ; parliamentary under-secretaries, and 
standing committees of the legislature attached to the 
official portfolios. ‘There is a wise maxim in science that 
an experiment should not be complicated by any avoidable 
new factor besides those of which the effect is being 
tested. The democratic experiment in India will have 
ample play in the provinces for years to come; and its 
extension into the central sphere may well be deferred. 
The authors of the report adopted it as an axiom that the 
Government of India’s “ authority in essential matters 
must remain indisputable, pending experience of the effect 
of the changes now to be introduced in the provinces.” 
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Opinions differ as to whether this principle is not violated 
by the Bill; it would be torn to shreds by the further 
changes which are now being urged. For it is notorious 
that the Viceroy’s council is already large enough, if not 
too large, for the prompt and firm handling of its business ; 
to increase its membership will not mend matters. Leakage 
of official secrets is a constant concern at present ; nothing 
can prevent it when irresponsible standing committees 
have a right to intervene in departmental business. The 
work of the executive is seriously impeded during the 
legislative sessions ; it will be worse than impeded when the 
Government has to pilot all its measures through two 
chambers, in one of which it is permanently in a crushing 
minority. In all these ways the solidarity of the central 
government will be undermined, and its authority weakened. 
And this is to happen precisely at the time when it will 
be weighted with the heavy burden of watching and guiding 
the new developments in internal politics ; when its ex- 
ternal relations and military commitments are increasing 
in complexity ; and when it will have to reorganise the 
industries of the country and handle the growing demand 
for fiscal autonomy and a tariff wall. It is such considera- 
tions that the joint committee will doubtless balance 
against the demand for multifarious changes in the Govern- 
ment of India. 

It is a long and difficult furrow that has to be ploughed 
before Parliament can dispose of the Bill on which Lord 
Selborne’s committee are now engaged. But there is no 
turning back. Honour leads us onward, the spirit of the 
time forbids retreat. Misgivings there are, even among 
those who are most friendly to Indian aspirations. The 
extremists maintain their intransigent pose, and reject 
all efforts of conciliation. ‘The moderates are grasping, 
yet timorous; and their attitude during recent events, 
and particularly towards the legislation against anarchical 
crime, has disappointed their friends in England. All 
over India the cry has been raised with hysterical iteration 
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that reform—or at least the hope of its harmonious in- 
auguration—is dead because martial law had to be enforced 
in a few districts in the Punjab. We scan the horizon 
for the political sagacity which the new experiment postu- 
lates, and we find few traces of it. Even more discouraging 
is the apathy with which these stirrings of constitutional 
change are regarded by most of the elements in Indian 
society except the small political groups which have taken 
command ; the landed and moneyed classes have hardly 
been in evidence at all before the joint committee, and the 
vast inland province of Agra and Oudh was represented 
by a Madrasi journalist. There is indeed colour for the 
monition, so often uttered in Anglo-Indian circles, that 
India is not yet ripe for the democratic idea, and that we 
are forcing it upon her at the bidding of a microscopic 
minority of her people. The whole atmosphere too is bad 
at the moment ; for the long campaign of discontent and 
race hatred, to which we tried to turn a deaf ear, has 
culminated in the riots at Amritsar and Ahmedabad, and 
left a train of bitterness and distrust which is not for the 
common good. 

It is, however, with a higher courage and a larger hope 
that we must face the future. Political sagacity is a blade 
that is only tempered by use, and political apathy is the 
inevitable outcome of the long years of our sheltered rule. 
To sharpen the one and dispel the other we must initiate 
a healthy political life and give the people an opportunity 
of shaping their own political ends. Delay will serve no 
purpose, and only add to the difficulties of the situation. 
There is every reason for pushing forward with the work 
to which we have set our hand. The sooner we give 
responsibility to the people and real power to their leaders 
the sooner will interest awake, and the stable elements of 
society assume their proper place in public life, and the 
irreconcilables be rendered harmless by the obloquy of their 
own people. If these hopes are fulfilled ; if the landlord 
and the merchant and the man of leisure come into the new 
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councils and claim to share their work with the lawyer 
and the journalist; if experience and public spirit are 
assessed at their true value ; if the social fetters of Hinduism 
slowly relax; and if communal differences begin to yield 
to reasonable compromise: then the democratic experi- 
ment will succeed. If, on the other hand, our rule is merely 
replaced by an oligarchy, brahman or otherwise ; if Hindus 
and Mahommedans continue entrenched behind their 
separate electoral privileges; if there is no real effort 
to maintain our standards in the transferred departments : 
then the experiment will have failed. But it is not going 
to fail. Under all the extravagances of the hour, the true 
spirit of nationalism is moving. Its steps are still uncertain 
and it may carry India into regions very far from our 
calculations, for her political development will ultimately 
emerge on lines widely different from those we should have 
chosen. But it is a live and growing force; and unless 
we can turn the zeal of nationalism into channels of national 
service and into the stern practical work of achieving 
national ideals, it will in time consume us and all our 
well-meant safeguards. 

All the while that the new spirit is growing, there will 
be an immense field of work for the British in India. ‘There 
can be no greater error than to imagine that our responsi- 
bilities will diminish with the dawn of free institutions ; 
they will only enter upon a new and a deeper phase. Lord 
Southborough’s committee have proposed an electorate 
for the whole of India of just over 5,000,000, or somewhat 
under 2} per cent. of the population of the area affected ; 
and even of these it will be only a small number who will 
ever, in their generation, use the vote or appreciate the 
power which it gives them. The education of the elector 
of the future is thus the prelude to real democracy ; and 
the task is a gigantic one. Beside it stands the regeneration 
of the industrial and economic life of India. In neither 
field can we go far without the co-operation of the people 
and their leaders ; but ours must be the initiative and the 
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organising tenacity. It is for this reason that the Govern- 
ment of India desire to retain both industries and higher 
education for the present in the hands of the official section 
of the provincial governments. The work to be done is 
too heavy and urgent to be thrust upon ministers at the 
outset of their career, when they will have to face so much 
that is unfamiliar. But it is only part of the wider duty 
of making India safe for democracy. ‘Towards that end 
all our administration since 1858 has surely been leading 
up; but the pace has suddenly grown faster and our 
methods must be correspondingly accelerated. During the 
next ten years, therefore, there will be more engrossing 
and more interesting work for us than at any previous 
period of our connection with India. Further ahead it is 
needless to look; for at the end of ten years Parliament 
will hold another great inquest, and its conclusions no 
man may forecast who has watched of late the rapidly 
changing East. 





NATIONALISATION AS A REMEDY 


I. PreLiMINARY CONSIDERATIONS 


AN is not by nature an industrial animal. Hard 

and continuous labour, whether physical or mental, 
is repellent to him. In his primitive state he is incapable 
of performing it. Everyone knows how savages and 
children dislike to work continuously at anything ; ahd, in 
this matter, the difference between them and the adults of 
civilised races is only one of degree. In some parts of the 
world the training of generations has formed the habit of 
industry, but man is far from the state of the ant or the bee 
which works by instinct; and his industrial habits have 
only been formed and are still mainly sustained by the desire 
to satisfy individual and personal wants. ‘Those who have 
studied the early industrial history of Europe, or the 
development of industrial life among the more primitive 
' races to-day, know the difficulties which have surrounded 
it, arising out of the incapacity for steady work of men 
unaccustomed to it; and how that incapacity has only 
been gradually overcome, either by the pressure of absolute 
want or by the imperative desire to procure luxuries which 
have become necessities. 

In the creation of industrial habits it is the wants of the 
individual and the family that have been the most effective 
stimulus. It is this which has spurred on mankind to over- 
come their natural tendency to play or to idle. Certainly 
nothing else for the mass of mankind, without distinction of 
class, would have been in the past, or is to-day, an equally 
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effective stimulus. Generally speaking, from the captain 
of industry down to the unskilled labourer, men work hard 
and steadily, not because they like it, but because it is the 
only way in which they can get what they want. ‘To say 
this as a statement of historical fact does not mean that we 
ought to ignore the existence of altruistic motives in indus- 
trial life, both as a factor already at work and as the best hope 
of the future. In industrial life, as in other fields of human 
action, it is the gradual permeation of activity by the 
altruistic spirit that constitutes improvement. As has 
often been pointed out in the pages of Tue Rounp Taste, 
without the inspiration of the idea of public service there 
can be no permanent solution of the industrial problem. 
But no one would contend that this spirit is yet sufficiently 
developed in mankind to stand by itself as the basis of 
industry, though it can perform wonders in times of crisis, 
as the history of the last five years testifies. The question 
summed up in the word “ nationalisation ” is now before 
the country as an immediate problem of industrial organisa- 
tion and must be considered as a practical matter, on the 
basis of existing conditions. 


. JI. Prorir a Conpition or Procress 


HE material well-being of the modern world—its very 

capacity for supporting in moderate comfort the dense 
population which has grown up in it—depends on pro- 
ductive work being carried on steadily, not by a minority, 
but by the great majority of its inhabitants. But pro- 
duction evidently cannot continue unless it is at least 
sufficient to support its producers. But it must do more: 
it must supply a margin out of which increased pro- 
duction can be built up, if the material well-being of the 
world is to be improved. For, in most countries, the 
results of work in the way of consumable production are not 
immediate, but more or less distant ; and, if the output of 
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consumable products is to be augmented, an existing store, 
the surplus result of past work, must be drawn upon to 
support those engaged in the new production and to supply 
them with tools and material, until their own work gives 
results. A purely agricultural community may go on for 
generation after generation, reproducing itself. and its 
means of subsistence without margin and without increase. 
But a community which is growing in numbers, or of which 
the material wants are increasing—and all modern pro- 
gressive countries have one characteristic or the other, and 
generally both—must produce not only enough for its 
present day to day consumption, but a margin out of which 
an increasing production can be built. That is to say, it 
must produce at a profit. Many people to-day are inclined 
to think, speak and write of profit as if it were an evil in 
itself. Excessive profit,no doubt, may be actually a draw- 
back in the long run to improved production, through 
leading to wasteful methods, and to general slackness, and 
at the same time to discontent among the producers, who 
quarrel about its distribution, which is generally unfair, 
and who in their capacity as consumers often have to pay 
for at least a part of it: just as too great a head of steam > 
may hinder the effective running of machinery, or lead to 
dangerous explosions. But, without some steam, machinery 
will not run at all; and without some profit, production 
will not increase or even permanently continue, except 
production of the primitive type mentioned above. Profit, 
indeed, is the mainspring not only of the actual industrial 
system of the world, but of any conceivable system allowing 
for progress in material welfare. For any industrial system 
which showed no profit would be one of which the whole 
output just sufficed to support the current consumption 
of the producers and the upkeep of their machinery, and 
no more. Evidently such a system could not expand its 
productiveness, and consequently could neither support 
any increase of population nor allow of any improvement 
in the material well-being of that which already existed. 
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IIT. Unrarrness 1n THE Makinc or DistTrIBUTION OF PROFIT 


HE denunciation of profit (apart from excessive 

profit) is based largely on two grievances both of 
which have some foundation in fact. The first grievance 
is that under the modern industrial system profit is some- 
times made unfairly at the expense of a certain part of 
the producers, generally those engaged in the least skilled 
forms of manual labour. ‘That is to say, that too great a 
part of the output is allocated to profit, and too small a 
part to the support of the daily needs of the producers. 
This is expressed in another way by saying that an industry 
does not pay its producers or some of them a “living 
wage.” ‘The term may be a vague one and difficult to 
define in theory, but is perhaps not so hard to ascertain 
in practice. In any case this grievance, where it exists, 
is a serious one, and cannot continue for long without 
impairing production. For apart from any question of the 
actual deterioration of physical efficiency in producers who 
do not receive a “ living wage,” the prevalence among any 
class of producers of chronic discontent with the share 
which they obtain of the product must react injuriously 
on the whole organisation of production. 

The second grievance is a less poignant one, but has also 
to be taken into account. It is this, that even where the 
output of production has been fairly charged in the first 
place with a living wage for all producers, the surplus is 
unfairly distributed and goes wholly or almost wholly to 
“ owners ” or “ capitalists.” It is claimed sometimes that 
this surplus should go wholly to the actual producers, or 
even to that part of them which is engaged in manual 
labour alone. Sometimes the claim is restricted to a 
division of the profit between “ labour ” and “ capital.” 

The first claim, that all surplus should go to the “ labour,” 
and no share of it to the “ capital ” employed in production, 
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is not only unreasonable but impossible. ‘“‘ Capital,” in 
the sense of equipment, and of a fund for the support of 
the producers until they can get returns from their output, 
is obviously a necessary ingredient in production. It may 
be argued that the capital employed in an industry should 
belong to the producers as such: or that it should belong 
to the State; but in either case a part of the current 
output would be allocated to it directly or indirectly. If 
the equipment of industry belonged to the producers, they 
might not nominally pay interest or dividends on it, just 
as a man who lives in his own house paysno rent. But this 
would only be because they owned it, and any charge for 
use would be a transfer from one pocket to the other. 

If the equipment belonged to the State, and it charged 
the producers no rent or interest, it would nevertheless 
have to take a corresponding part of their output in the 
form of taxation. In either case the payment for the use 
of the equipment would be made under another form and 
would actually be a charge against the output. 

Under the existing industrial system the capital of an 
industry—i.¢., the equipment and the working fund— 
generally belongs neither to the producers nor to the State, 
but to a different person or body of persons, who take the 
whole risk of loss and the whole reward of success in the 
way of surplus gain. It may well be questioned whether 
this is the best or the ultimate form of industrial organisa- 
tion. Up to the present on the whole it has worked well, 
and those communities which have developed it furthest 
have unquestionably made the most progress, not only in 
national wealth but in individual welfare. The standard 
of personal comfort, for instance, is much higher in the 
United States, where this system has been highly developed, 
than in Russia, where it has not; though the latter country 
exceeds the former both in population and in natural 
resources. It is, however, essential to the continuance of 
this, as of any other system of organisation, that it should 
continue to. satisfy the great bulk of the individuals com- 
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posing it. If they or a considerable part of them become 
chronically discontented, effort will be relaxed and pro- 
duction will suffer. 

An argument which is frequently put forward in favour 
of the existing system, and which undoubtedly has been 
valid in the past, and may be so to a great extent at the 
present time, is that only by keeping the surplus product 
of industry concentrated in comparatively few hands will 
any large part of it be made available for increasing future 
production. It is said that if the profits of industry were 
to be divided at once among the body of producers, they 
would be dissipated at once by an increase in personal 
consumption. It may fairly be pointed out, on the other 
hand, that a considerable part of the surplus is so dissipated 
under the present system. In so far as the profits of 
industry go to support in idleness people who would other- 
wise be usefully employed, or to provide for the extrava- 
gant personal expenditure of a few individuals, they are 
no more useful to the world than if they were divided 
among those who produced them, even if the latter. should 
dissipate them equally. Indeed, it is probably the sight 
of extravagance and idleness among the richer classes, 
particularly the newly enriched, which is mostly responsible 
for the feeling of unfairness in the distribution of profits 
which is so prevalent to-day. The argument that the sur- 
‘plus product of industry will only be used to increase pro- 
duction if it is divided as at present, loses much of its 
force when everyone can see that the present recipients 
use a great deal of it for quite different purposes. 
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IV. NaTIONALISATION AS A REMEDY 


HE feeling against the present distribution of profit 

is mainly responsible for the demand for the 
nationalisation of special industries or of industry as a 
whole. This motive is avowed by the labour bodies 
which support the demand and which constitute the 
strongest force behind it. It is true that many of the 
theorists who advocate nationalisation lay more stress on 
another consideration, viz., the waste of the present 
competitive system and the alleged saving which would 
result from concentrating each industry under one manage- 
ment—4.¢., that of the State. But this argument probably 
does not weigh greatly with the labouring classes, whose 
experience is likely to give them an instinctive knowledge 
of its fallacy. 

It may be admitted at once that the nationalisation of 
industry would do away with disputes about the distribu- 
tion of profit, since all surplus would go to the State, and 
therefore no jealousy could be felt of any individual getting 
too large a share of it. But it is worth. while to enquire 
whether it would not at the same time do away with 
profit itself, and in so doing destroy the mainspring of 
production. 

The advocates of nationalisation argue that workpeople 
would work for the State at least as well as for a private 
employer, and indeed better, because they would not feel, 
as they feel at present, that they were making profits for 
an individual who had no right to them. The answer to 
this is that organised production depends not only on the 
manual workers, but on the whole hierarchy, more or less 
elaborate according to the particular industry, which directs 
and supervises and keeps them going. Ifa man did just as 
_ much or as little work as he felt inclined the only effective 
workers would be those who were working on their own 
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account, and organised industry would be impossible. 
There is discipline in a factory just as in an army, though 
of a different kind. This is true of factories which are 
co-operatively, no less than of those which are privately, 
owned. The effectiveness of production depends not only 
on the soldiers of the industrial army but also on the non- 
commissioned officers and officers. If the former are 
chronically discontented or mutinous, production will no 
doubt become difficult or impossible ; but it will be no less 
injuriously affected if the latter do not perform their 
functions. 

But, the advocates of nationalisation reply, we will admit 
the weakness of the State in this matter as against the 
individual private employer, who manages his factory in 
his own interest and may supervise and direct his workmen 
with an energy and zeal not to be expected from an official. 
But nowadays most large industrial undertakings do not 
belong to individual owners, but to Joint Stock Companies. 
They are controlled and managed from top to bottom by 
paid officials who may not own a single share in the com- 
pany. Why should these men serve the State less faithfully 
or less efficiently than they serve a private corporation ? 
They have no interest in acquiring riches for a multitude 
of shareholders who are absolutely unknown to them. 
May they not be expected to feel more interest and to 
exercise more energy when the result of their work will go 
to benefit the community as a whole ? 

The answer to this lies in the consideration pointed 
out above, that the mainspring of the present industrial 
system is profit: that it is this which keeps the system 
together, and the individuals above referred to work- 
ing to a common end; and that nationalisation will 
either kill this motive, or at any rate so deaden it as to 
make it practically non-operative. At present every em- 
ployee of an industrial company, from the general manager 
downwards, is working to produce at a profit. The higher 
class of employees, at any rate, are directly conscious of 
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this, and their knowledge not only governs their own work, 
but also, through them, the work of those whom they 
direct. The workman knows that if he does not pull his 
weight he will probably lose his job; that if he wants to 
improve his position he must show himself able in some 
way to do rather better than the average from the point 
of view of earning profits for the concern. The foreman 
equally knows that if his department gives continuously 
bad results he will not keep his place; and that if he 
wishes for a better one, the quickest way of getting it is 
to show himself able in some way to cheapen costs or to 
increase production. The manager knows that if he shows 
a loss on two years’ working in succession his salary and 
reputation will be in danger. From top to bottom and 
from end to end of the organisation runs the knowledge 
that the industry is carried on for the purpose of making 
a profit, and that if this end is not achieved something 
unpleasant is likely to happen to every individual in the 
organisation. It is notorious that in cases where this 
factor is absent—e.g., where an industrial establishment, 
or a farm, is run as a hobby—profits are very rarely made, 
and it is only the outside subsidy that keeps the concern 
alive. 

But when an industry or a factory is owned and worked 
by the State, the incentive to produce at a profit practically 
disappears. It matters to no one vitally whether that 
particular concern makes a profit or not. The apparently 
bottomless purse of the public is always behind it. If a 
loss is made, even in a private concern, it is generally easy 
to find good excuses for it. But in a private concern 
excuses do not “ go ” for any length of time. In a State- 
owned concern there is nothing to prevent their going on 
for ever until a general condition of bankruptcy becomes 
apparent. And then matters may be too bad to mend. 

It is in its effect on the officers of industry rather than 
on the rank and file that the danger of nationalisation lies. 
They are made of the same clay as other men; it is no 
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pleasure to them either to work hard themselves or to com- 
pel others to do so; and when the constant stimulus is 
removed, which lies in the necessity to produce at a profit 
and- in nothing else, reason and present experience alike 
indicate that effort will be relaxed, and supervision slack- 
ened. When the manager of a factory is no longer under 
the necessity of working with one eye always on his cost 
sheet ; when that sheet is no longer the register by which, 
in his own opinion and the opinion of those over him, his 
success or failure will, broadly speaking, be judged: the 
time is not far off when profit will disappear, and with 
it, the possibility of progress in industry. 

The argument of the above paragraphs will be mis- 
understood unless the reader clears his mind of the preju- 
dice associated with the word “ profit.” ‘That prejudice 
is really concerned with the distribution of profit, not with 
the making of it. In this article “ profit” means the 
surplus in the production of industry over and above its 
cost. Such a surplus must be made if production is to 
continue and increase, whether the “ ownership of the 
means of production ” rests in the hands of “ capitalists,” 
as under the present industrial system; or of the 
“‘ workers,” as under a co-operative system; or of the 
State. But whereas under the existing system the neces- 
sity of making a surplus is kept constantly before the mind 
of everyone concerned—it might be so under a co-operative 
system—it is certain it never could be so under a system of 
State ownership. 


V. Orner Aspects or NATIONALISATION 


VERYBODY who has had much to do with the 
financial side of the present industrial system knows 
how overwhelming a case it is possible to make out on 
paper for the advantage of amalgamation and concentration 
in almost any industry. They also know how small a part 


729 





Nationalisation as a Remedy 


of that advantage ever seems to be realised by amalgamation 
when it does take place. On paper, concerns like the 
United States Steel Corporation, or the International 
Harvester Company, should be able to drive all competitors 
from the field. In actual practice they have not only been 
unable to drive out many of their smaller rivals which con- 
tinue to compete with them successfully, but have not even 
prevented the successful establishment of new concerns 
in the same line of business, And this in spite of enormous 
resources, of exceptional control of men and material, 
and of their having the same incentive as their rivals in 
the way of private gain. Since the saving to be made, 
and the consequent advantage to be gained, by the elimina- 
tion of waste in competition and by working on a huge 
scale, are not to be questioned, it must be concluded that 
to off-set this advantage there is some compensating 
factor at work which is more unfavourable to the large 
concern. ‘This may probably be found in the fact that the 
force of the stimulus which lies in profit becomes weakened 
when a business is on so huge a scale that its losses do not 
react on it immediately. 

Allusion has been made above to the theory which is 
put forward as an argument for nationalisation, that it will 
eliminate the waste of private competition. But, if the 
mere weakening of the stimulus which lies in the necessity 
to make profits counter-balances all or nearly all the advan- 
tages of combination, can it be expected that its complete 
removal, which will follow on nationalisation, would be less 
than disastrous ? 

It may be said that there are some services which are 
even now run by the State, and others which are run by 
municipalities, and that in these the profit-earning motive 
is absent, and that therefore this motive cannot be indis- 
pensable. ‘The answer to this is that such services are 
in the nature of monopolies and are therefore in a position 
to make up any deficiency by increasing their scale of 
charges. Any community can run a certain number of 
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its public services or even of its industries without regard 
to cost or to profit, by distributing the burden among the 
others, which take up the loss, either by paying unneces- 
sarily high charges or by paying taxes to meet the deficit. 
But plainly this system cannot be extended to the whole 
of the industries of a community, and every extension of 
it makes the burden greater. 

As regards State-owned services all the evidence tends 
to indicate that they could be performed much more 
cheaply to the users by private enterprise. This is not 
true to the same extent of municipally owned services, but 
in these the profit-earning stimulus does not disappear to 
anything like the same extent, since the community con- 
cerned is far smaller, and in consequence a loss reacts much 
more quickly on those interested. 

Another argument in favour of nationalisation has been 
brought forward recently by pointing to the number of 
industrial enterprises which the Government took over 
during the war. In many cases the management of these 
was put in the hands of industrial leaders who volunteered 
their services. Why, it is asked, should not men of this 
type continue to work for the State instead of for their 
own advantage or for that of shareholders? It must be 
remembered that these men came to their work with 
acquired habits, gained under the stress of competition 
and the necessity of producing at a profit. It must 
also be remembered that they were working under the 
impulse of patriotism produced by a war in which every- 
one was anxious to do his utmost and therefore main- 
tained his activity at an abnormal point. Yet in spite of 
that, it is evident that in many cases they spent the 
Government money in a way in which they would hardly 
have spent their own. And some of them have been known 
to admit that on their return to business life they shocked 
their associates by the loose way they had acquired of looking 
at questions of working cost. . 

It may be said safely that the point of view of any man 
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who has been managing a private company for five years 
will differ very widely from that of the same man after he 
has been managing the same concern for the State for the 
_same length of time. In the first case the question of 
profit or loss will have been his paramount consideration, 
his test of success or failure, and his study by day and by 
night. In the second case he will have learnt to look to 
a quite different set of considerations as paramount, and 
profit or loss in running the industry will take a quite 
secondary place. It would be unnatural to expect any 
other result than higher costs in production and decreased 
output, in the latter case as compared with the former. 
Most important of all in its effect on the point of view 
not only of the management of industry, but of the 
whole body of workers, would be the disappearance of 
competition. Competition is excluded if the State 
manages industry. In the past competition has been made 
a fetish, and to-day its repute suffers from the reaction. 
But it is one of the strongest elements in efficient produc- 


tion, and material welfare would certainly suffer from its 
elimination. 


VI. DemocraTIsATION OF INDUSTRY 


OTHING has been said so far in this article about 

the demand of the workers for a share in the manage- 
ment of industry. Important as that question is, it lies 
outside the scope of this article, which is intended to deal 
with the economic aspect of nationalisation. Anything 
which involves the content or discontent of the industrial 
workers is of course germane to the economic side of 
industry. But in so far as that content or discontent 
depends on getting a share in the management, it would 
not be affected by the substitution of the State for the 
individual owner. As a voter a workman would have an 
infinitesimal voice in the control of all State-owned 
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industries, but he would have no greater control over the 
particular factory, or even the particular industry in which 
he was employed, than over all other factories and indus- 
tries. This is not what is demanded by those who demand 
a voice for the manual workers in the management. That 
problem is not solved by public ownership and will have 
to be discussed separately. Here it need only be said that, 
if it should be desirable to change the present system of 
industrial management in the direction demanded, the 
change might be quite as easily grafted on to a system of 
private as of State ownership. 





SWITZERLAND AND THE 
NEUTRAL STANDPOINT 


I. Tue Swiss AND THE War 


T may be doubted whether the Peace of Versailles has 

anywhere been the subject of such widespread public 
discussion as in Switzerland. Situated ‘as the Swiss are in 
the heart of Europe, a neutral barrier between the terri- 
tories of four Great Powers; comprehending within one 
nation people of three races and three disparate types of 
civilisation ; reared in the tradition and the practice of 
democracy, it is not to be wondered at that they should 
have felt a direct and intimate concern in the details of 
this settlement, or that they should have expressed their 
views openly and freely from the platform, in bocks and 
pamphlets, and through the Press. On many grounds 
those views merit our attention. We still speak in England 
of the affairs of the European continent as “ foreign affairs,” 
and in our use of the phrase there still lurks the suggestion 
that what is foreign is not only unfamiliar but of secondary 
importance. Questions such as the future government of 
the Saar basin, the allegiance of certain districts of the 
Tyrol, the treatment of the German population of Bohemia, 
are to the mass of Englishmen academic questions, to 
which only a powerful effort of the imagination can lend 
a living and a human interest. In the formation of opinion 
in Switzerland on points such as these direct knowledge 
plays an important part, and knowledge is on the whole 
a more reliable ancillary to first principles than imagination. 

Moreover, the Swiss were both nearer the war and 
further removed from it than we were. Nearer to it in 
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the sense that as neutrals they were in continuous, though 
restricted, personal and commercial intercourse with both 
groups of belligerents. They. were able to survey the 
disastrous career of the Central Powers without the inter- 
vening obstacles of a system of trenches or a prison wall. 
They were further removed from the ‘war because their 
men were not being killed and maimed, their ships sunk, 
their cities bombed. This very immunity has made it 
difficult for them to appreciate the real strength of the 
bitterness which the Germans have instilled into the hearts 
of their enemies, or the depth of sincerity of the demand 
for retribution; but it has also left them free, while 
recognising and condemning cruelty and inhumanity, to 
distinguish a nation from its government and one individual 
in a nation from another. Such distinctions are essential 
if we are to build for the future rather than dwell in the 
past; and the real value of Swiss criticism of the peace 
terms lies in the instinctive determination of the Swiss 
people to keep their gaze bent on the future of Europe. 
The Swiss view of the peace follows naturally from the 
Swiss attitude during the war. It is a common error to 
suppose that national sympathies followed the lines of 
racial division, that French Switzerland was pro-French and 
German Switzerland pro-German. The people of the 
French cantons are bound by ties of sincere affectign, of a 
common language and literature, of a joint heritage of 
French culture, to the great nation on their borders; but 
it was something more than these, it was a passionate 
devotion to right principles, which led them to proclaim 
throughout the war their faith in the Allied cause. It was 
no more than fitting that the compatriots of Rousseau 
should have denounced the doctrine that might is right or 
should have protested against barbaric savagery in the 
practice of war. If in the German cantons sympathy with 
the Allies was less openly manifested and if signs of German 
influence were at times and in places conspicuous, the mass 
of the population was far removed from being pro-German. 
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Living on the frontier of Germany, in the very track of 
aggression, knowing that their immunity from attack hung 
on.the decision of an unscrupulous and unfriendly general 
staff, the German Swiss were driven to practise restraint 
in the expression of their views. A large German popula- 
tion in their midst and the existence by the side of their 
responsible Press of innumerable small local newspapers, 
products of paste and scissors, exposed them to all the 
pernicious influence of German propaganda. But in the 
mass they were preserved from infection by a jealous 
regard for their national independence and a profound 
hatred of Prussian militarism and all its works. Certainly 
if the test of a pro-German is that he hoped the Germans 
would win the war, there were no pro-Germans anywhere 
among the Swiss. The real effect of the war on Swiss 
opinion has been to bring together men of different race and 
language and to make them better citizens of their own 
country. Many factors -have contributed to this result— 
the need for unity to combat all unwholesome foreign 
influences and to overcome the economic difficulties caused 
by the war; the more intimate personal knowledge of 
each other derived from military service on the frontiers, 
when an Italian regiment from the Ticino guarded the 
crossings of the Rhine and German gunners from Schaff- 
hausen defended the Simplon ; the devotion to all those 
works of charity through which the Swiss people were able 
to regard it as their privilege to bind up the. wounds of 
war and to hold aloft the torch of amity between nations. 
During the last five years the Swiss, whatever their race, 
language, or creed, have come to repeat with a new and 
vital sense of its meaning the vow which Schiller put into 
the mouth of their ancestors on the Riitli :— 


Wir wollen sein ein einig Volk von Bridern, 
In keiner Not uns trennen und Gefahr. 


We vow to be in unity a folk of brothers ; 
To let no need nor danger e’er divide us. 





The Swiss and the Peace Treaty 


II. Tue Swiss anp THE Peace TREATY 


T is in keeping with all the traditions of their history 

and with this immediate background that the Swiss 
should have judged the peace treaty from the point of 
view of the two things which they desire most—peace 
amongst the nations and the maintenance of their own 
neutrality. Swiss neutrality is bound up with the question 
of the adhesion of Switzerland to the League of Nations, 
to which we shall refer later in this article. Let us first 
indicate the views held in Switzerland as to the prospect 
of a durable European peace held out by this treaty. Much 
is no doubt uncertain. Only time can show whether the 
new republics of Poland and Czecho-Slovakia will be able 
to maintain stable government in the large areas assigned 
to them. The Swiss have had a long enough experience 
of democratic government to realise the immensity of the 
problem with which these new States are confronted and 
the shadow of uncertainty which their establishment, how- 
ever just and inevitable, must throw over the future of 
Europe. It depends, however, in Swiss eyes mainly on 
the position held by Germany in the new Europe whether 
peace can be maintained. In the last resort nothing but 
a moral effort on the part of the German people themselves 
can re-establish their position. Does the treaty encourage 
them to make that effort? In its present form, no, is the 
practically unanimous answer given in Switzerland to this 
question. Particular provisions are criticised—some of 
them were referred to in the article on the Peace Treaty in 
the June number of Tue Rounp Taste. Amongst these 
are the arrangement in regard to the Saar basin; the 
lengthy military occupation of the left bank of the Rhine, 
which not merely draws an unnatural line through the 
industrial area of Germany but facilitates attempts to 
detach from their allegiance to the German Union the 
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purely German population of the Rhine Provinces; the 
disarmament of Germany with no more than a vague under- 
taking to consider the disarmament of the rest of the 
world ; the uncertainty as to the admission of Germany to 
any position of influence in the League of Nations. The 
cumulative effect of these and other provisions has been 
to give the impression in Switzerland (as, of course, in 
Germany) that the Allies had abandoned the fourteen 
points and the other statements of President Wilson on 
the basis of which the belligerents ceased hostilities. ‘This 
impression is universal: if anything it is deeper and 
criticism franker and more uncompromising in French than 
in German Switzerland. It is just because during the war 
Geneva and Lausanne took their stand on the incontro- 
vertible justice of the Allied cause that they now take 
their stand on the spirit of President Wilson’s pronounce- 
ments. Fearless champions of French civilisation against 
external aggression, they are its equally fearless champions 
against insidious attacks from within. 

The Swiss point of view has nowhere been better ex- 
pressed than in the Journal de Genéve. In discussing the 
Allies’ reply to the German counter-proposals, that paper 
pointed out that, if it was an attempt to bring the German 
people to accept the peace willingly as a just peace, the 
attempt was doomed to failure. 


For the argument turns on two words which have no precise 
meaning because they have several. The first is the word “ responsi- 
bility.’ ‘The Germans admit that they are responsible for the war 
in the sense that they declared it. Many of them go further and re- 
cognise that the Imperial Government willed the war and provoked 
it deliberately with a view to conquest. But it would be difficult to 
find any German who would make this admission in so far as concerns 
himself personally. 


The writer continues by quoting President Wilson’s 
message to Congress of December 4, 1917, to show that 
the President had not always spoken in the same terms of 
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the responsibility of the individual German. He then 
passes to the second ambiguous word, “ justice.” 


In the same speech (he writes) of December 4, 1917, President 
Wilson said :—“ It is impossible to apply any standard of justice 
so long as such forces are unchecked and undefeated as the present 
masters of Germany command. Not until that has been done can 
right be set up as arbiter and peacemaker among the nations. But 
when that has been done—as, God willing, it assuredly will be— 
we shall at last be free to do an unprecedented thing, and this is 
the time to avow our purpose to do it. We shall be free to base 
peace on generosity and justice, to the exclusion of selfish claims 
to advantage, even on the part of the victors.” Is that the basis 
of the peace proposed to-day to the German people? It would 
be difficult to maintain that it is. Mr. Wilson’s justice is no doubt 
justice. But it is no longer impartial and absolute justice, it is 
retributive justice. It is no longer a justice on which the future 
is to be built up, but it is moral reparation for the past. . 


Again, in an article on the signature of the treaty, the 
Fournal de Genéve wrote :— 


This peace is not that for which we had been led to hope. It 
removes old dangers, only to create new ones. Alsace-Lorraine is 
no longer German, but Dantzig is now Polish; irredentism has 
moved its camp. In 1914 Germany believed in force because she 
possessed it. Vanquished she was ready to believe in justice. 
But bent under a peace which seems to break promises given and 
which she will never accept willingly in her heart, she may again 
aspire to force. It is the great misfortune of this treaty that it 
has dried up the moral springs of victory and changed the course 
of the German revolution. Germany has no right to complain. 
She provoked the war and she has lost it. She is treated according 
to her own principles. But the disillusionment is universal. .. . 
But beside these defects, which are patent, this treaty contains an 
idea, a great idea, which may turn the world into new channels 
and in virtue of which much in the treaty will be forgiven. When 
history has done her irresistible work of rectification, when terri- 
torial arrangements and economic privileges have passed and been 
forgotten, the Peace of Versailles will remain as the first treaty 
which provided for the disarmament of a great country and which 
instituted a League of Nations. Disarmament will only be effective 
if it is reciprocal and if it spreads gradually over all Europe. If it 
remains confined to Germany, Germany alone will benefit by it. 
But it will extend, of that we can rest assured, if only through the 
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power of a fruitful idea. The League of Nations will only be 
effective if it develops. As it has been constituted at Versailles, 
encumbered with obsolete notions of national sovereignty, with 
diplomatic customs, selfish reservations, paralysed by the obstruction 
of the American Senate and the scepticism of the Governments of 
Europe, burdened with exclusions dictated by hatred, the League 
of Nations is a promise rather than a reality. None the less it is 
the best part of this enormous treaty. . . . Let us cry, then, with 
ali che nations at length delivered, “ Vive la Paix ”—but in the know- 


ledge that this peace will be what we make it, with the necessary 
collaboration of all men. 


III. Tue Swiss anp THE Lgacue or NATIONS 


T is in this spirit that Switzerland is looking ahead to 

the completion through the League of Nations of the 
work begun at Versailles. What part can Switzerland 
take in the great tasks of the future? Will she adhere to 
the League of Nations? Can she do so without abandon- 
ing her secular neutrality and without compromising her 
own security? These are the questions which every 
Swiss citizen is now considering. ‘The Federal Parliament 
is summoned to meet in September to hear the report of 
the Government, and the final decision will then be taken 
through a referendum. The real issue, which is a com- 
paratively simple one, has been obscured through the 
manner in which the Covenant of the League came into 
being. The Covenant being an integral part of the Peace 
Treaty, its provisions were settled solely by the belligerents 
on the Allied side in the late war. This procedure may 
have been necessary to secure the adoption of any Covenant 
at all, but one of its results was to place States such as 
Switzerland, which were not belligerents, in the position 
of having to decide within a short period whether they 
would adhere to a document in the drafting of which they 
had had no part. As one Swiss writer has put it: “ We 
have nothing but the bare text of the document. We 
might pursue the initiated and enquire how this provision 
or that came into its place: what interests it is intended 
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to safeguard; or further, by what wind this paragraph or 
that was blown in. We might go to Haiti or Hedjaz and 
beg for any information they felt disposed to give us. We 
might even resort to still darker original members, say in 
Liberia, and seek light on our affairs in Europe. But there 
is nothing on which we can rely except the pure word of 
the text.” 

Switzerland has perhaps special reason to feel aggrieved 
that the extremely democratic principle of the brother- 
hood of man and the solidarity of nations should be 
enshrined in an instrument born in the atmosphere of 
autocracy. A year ago, when all the world thought the 
Covenant of the League and the Peace Treaty would be 
two separate documents, the Swiss Government and its 
experts set to work to draft a covenant for the League. 
This draft is on record and it has many interesting features. 
Some of these go further, no doubt, than anyone would 
have been prepared to go in Paris; but the fact that this 
draft was in existence and could not, as the business was 
ultimately conducted, be presented and defended by its 
authors as members of the League of Nations Commission 
has helped to foster the impression in Switzerland that the 
Allies looked on the League as a close corporation of their 
own. That the impression is unfounded does not diminish 
the difficulty of removing it. 

There are many questions on which the Swiss citizen 
called on to vote for or against adhesion is asking for light. 
He sees that he is invited to join what is in effect the body 
of the Allied and Associated Powers. What sacrifice of 
neutrality does that involve? He sees that two of his 
neighbours, Germany and Austria, are temporarily excluded. 
How long is this exclusion likely to last, and in particular 
what are the prospects of Germany’s admission to the 
Council, plainly the controlling body of the League, as 
long as any one of eight of her late enemies can block her 
admission ? If Switzerland adheres to the League, what 
opportunity will she have of furthering its development 
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into a real society of all civilised nations? In the event 
of war—and the Covenant appears to countenance war in 
certain circumstances—in what way will the position of 
Switzerland differ from that which she has occupied in all 
previous wars? At the root of all these questions is the 
desire to know the effect of adhesion to the League on 
the doctrine of Swiss neutrality. 

It is difficult to exaggerate the stress laid by the Swiss 
people on the maintenance of their neutrality. Swiss 
neutrality is sui generis, the bulwark of Swiss policy at 
home and abroad. Switzerland has repeatedly declared 
her desire to be permanently neutral and to live in peace 
with all the world. This declaration was accepted by the 
Great Powers at Paris in 1815, and they undertook to 
respect it. They went further, and put on record the 
opinion that “the neutrality and inviolability of Switzer- 
land and her independence of all foreign influences is in 
the true political interest of all Europe.” ‘The maintenance 
of neutrality has alone made possible the free development 
within one national State of people of different race, 
language and creed. It has enabled Switzerland in time 
of war to perform services infinitely more valuable to man- 
kind than any she could have rendered as a combatant. 
It is not surprising that the Swiss approach any proposal 
to modify the basis of their perpetual neutrality with 
caution. How would adhesion to the League of Nations 
affect this question? In the first place, under Article 10 
of the Covenant, all the members of the League would 
guarantee the territorial integrity and independence of 
Switzerland. Secondly, Article 21 declares that “ inter- 
national engagements, such as Arbitration Treaties and 
regional understandings, like the Monroe Doctrine, which 
aim at the preservation of peace are not incompatible with 
any of the provisions ” of the Covenant. In Article 435 
of the Peace Treaty the contracting parties renew the 
guarantees given to Switzerland at Paris in 1815, and declare 
that those guarantees fall within the meaning of Article 21 
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of the League of Nations Covenant. Incidentally this adds 
a neighbour, Italy, to the number of those Powers which 
have undertaken to respect Swiss neutrality. The effect 
of all these provisions, read together with the rest of the 
Covenant, appears to be that in the event of what we may 
call a normal war—i.e., a war between two Powers in a 
quarrel which the League of Nations has failed to compose 
—Switzerland would remain as at present entirely neutral ; 
whereas in the event of an execution by the League against 
a recalcitrant member Switzerland would not be required 
to furnish troops or allow the troops of any member of the 
League to pass through her territory, but would be expected 
to take any economic measures against the recalcitrant 
State which the League might demand of its members. 
It has been objected to this in certain quarters of Switzer- 
land that it would involve the abandonment of that 
** economic neutrality ” without which in the present war 
Switzerland could hardly have maintained her national 
existence. ‘The answer given to this objection by so com 
petent an authority as Professor Nippold, of Berne, is that 
economic neutrality is not a legal conception at all ; it was 
never guaranteed, and it can therefore not be abandoned. 
Moreover, no State could expect to remain a member of 
the League while maintaining economic relations with a 
country which the League had found it necessary to outlaw. 
An execution by the League is in no real sense a war, 
and conceptions derived from the age of wars by the rule 
must be radically modified to fit the new conditions. 
There is every prospect that views such as these will 
prevail, and that the Swiss people will decide for adhesion 
to the League. The Federal Government has not yet 
spoken, though individual members of it, particularly M. 
Calonder, the able head of the political department, 
whose work for the improvement of international relations 
began long before the League of Nations was more than a 
name, have made no secret of their conviction that Switzer- 
land should join the League. As befits the democratic 
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traditions of the country, every possible step is being taken 
to place the facts before the electors, the ultimate court. 
There are misconceptions to be overcome, weaknesses in 
the constitution of the League to be explained. But when 
once it is made clear to the mass of the population, as it is 
already clear to many of them, that the ideal underlying 
the conception of the League, the solidarity of all nations, 
is one towards which the Swiss through all their history 
have moved, in their own country and as a member of the 
European family, the final issue can hardly be in doubt. 
If Switzerland joins the League, M. Calonder has already 
declared that she will work for alterations in the Covenant ; 
for the simplification of the terms on which new States 
can be admitted ; for the introduction of a compulsory 
conciliation and arbitration procedure, in order as far as 
possible to limit political influence on the settlement of 
disputes ; for the creation of a permanent international 
tribunal ; for safeguards against intervention in the domestic 
affairs of members ; for an amendment of the provisions 
governing the revision of the Covenant. On all these 


points Switzerland will, no doubt, make useful contribu- 
tions to the stock of counsel. But her greatest value to 
the League will lie in her own living example, ever open to 
the observer, that the French and German national tempera- 
ments are not necessarily doomed to be for ever incompatible 
and that no difference of race, language or creed is an 
insuperable bar to a union of hearts. 


Nore.—Since this article was written, the Federal Council has 
published a long message to the Swiss, Parliament strongly recom- 
mending adhesion to the League. 





THE UNITED KINGDOM 


I. Tue Inpustriat SiTuATION 
Recent Strikes 


HE industrial situation remains unsettled. Private 

industry is adapting itself to the conditions of peace 
again; but industrial relations are bad, prices show no 
signs of falling, supplies are inadequate, and there are 
still no signs of a coherent Government policy. Strikes 
are symptomatic. The last year before the war—an 
exceptionally bad year—an average of 1,000,000 working 
days a month were lost through strikes and lock-outs ; 
already in the first six months of 1919 nearly twelve million 
working days have been lost, and twice as many workpeople 
involved as in the whole of 1913. In April and May there 
was a lull in the strife, but in June the number of working 
days lost was close on four million, and July was equally 
disturbed. It will be worth while to glance at the circum- 
stances of the more important disputes. 

The strike in the cotton industry came at the end of 
prolonged negotiations. The operatives did not during 
the war secure advances comparable either with the cost 
of living or with advances in other trades. ‘This disparity 
was removed in December last, when list prices were 
advanced 50 per cent., giving an advance on earnings of 
about two-thirds that ratio. Since then the cost of living 
has risen, other trades have secured advances, and there 
has been a general reduction of hours. In cotton there has 
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been no reduction of hours for a generation. The operatives’ 
claim, therefore, to a 44-hour week, with adjustment of 
piece rates to maintain earnings, was not abnormal. The 
employers offered to concede a 494-hour week—a reduction 
of six hours—but would not consider any increase in rates ; 
they argued that it was not likely that output would be 
maintained, and that foreign competition—the cotton 
industry exports a bigger proportion of its output than 
any other great industry—would not permit of any increase 
in working costs. Subsequent negotiations brought the 
parties nearer, the employers offering a 48-hour week 
and an advance of first 15 per cent. and then 25 per cent., 
the operatives reducing their claim to a 463-hour week and 
a 30 per cent. advance. No further approximation proved 
possible, and a strike was declared, the whole industry 
coming out. Intervention by the Minister of Labour was 
ineffective, the Master Spinners refusing to attend a con- 
ference on the trivial ground that there was no reason to 
bring them to London when a conference could have been 
held in Manchester, and on the more substantial ground 
that the operatives’ representatives were not plenipoten- 
tiaries empowered to conclude a settlement. The media- 
tion of the Chairman of the Cotton Reconstruction Board 
(the Cotton Control Board under a new name) was more 
successful, and the dispute was compromised on the basis 
of a 48-hour week and 30 per cent. advance. Even then 
there was a delay in resuming work, the Operative Spinners 
at first refusing to be bound by the settlement. 

The dispute is significant for two reasons; first, that 
the most sober and conservative section of the trade union 
movement is prepared.to stop the industry on an issue as 
narrow as I$ hours a week and 5 per cent. on list prices ; 
secondly, that even the elaborate organisation for collective 
bargaining of the cotton industry is inadequate to the 
needs of the present situation. The dispute cannot be 
understood, unless the enormous profits made in the 
industry in the last two years of the war, on which the 
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operatives are in effect making a retrospective claim, are 
borne in mind. The dispute may have the incidental 
effect of inducing the cotton industry to adopt the Whitley 
Report in order to secure an organisation that can negotiate 
changes for the whole industry without the present 
uncertainty and delay. 

The most important of the other disputes are in the 
coal mining industry. The interim report of the Coal 
Commission recommended, in addition to an advance in 
wages, a reduction of hours for underground workers from 
8 per shift to 7, with an adjustment of piece rates to 
maintain earnings, and some reduction of hours for surface 
workers. The Government accepted the recommenda- 
tion; but, while remitting the negotiations necessary for 
giving effect to it to the mine-owners and unions in each 
district, decided, first, that any increase in rates above 
Io per cent. should be charged against the guaranteed 
profits of the mine-owners; and secondly, that prices 
must be increased 6s. a ton t> bear the increased costs due 
to the concessions. The estimate of the increased cost 
given before the Commission itself was 4s. 3d. a ton, and 
the higher increase was resented by the miners as an 
attempt to make them unpopular with their fellow work- 
men. Further, the miners claimed that an increase in 
rates of a seventh would be necessary to maintain earnings 
when hours were reduced by a seventh, and they found 
mine-owners who agreed with them. The interim report 
has not, therefore, proved a final settlement of the wages 
and hours question raised by the miners’ demands last 
February. 

Strikes broke out in South Wales. over surface workers’ 
hours, in Derbyshire and Nottinghamshire as a protest 
against the 6s. rise, in Northumberland and Yorkshire 
over the adjustment of piece rates. Of these the most 
serious is the Yorkshire strike. It affects a large output ; 
it has lasted a month, and has still to be settled; the 
strikers went to the unprecedented length of drawing out 
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the men who worked pumping machinery and ventilating 
fans; and the union has refused to accept a settlement 
negotiated by the Miners’ Federation and accepted by 
the other unions in the Federation. The Government 
made mistakes. First, it should not have attempted to 
limit the advance in piece rates unless it was sure of 
its ground and meant to adhere to its decisions; the 
Miners’ Federation, by mere reason without threat of 
force, was able to induce it to alter its decision. In the 
second place, the announcement of the 6s. rise in coal on 
the eve of the Swansea by-election, even if it was not— 
as all the miners’ leaders think—-an attempt to influence 
the electorate, was a tactless proceeding. In the third 
place, it was acting either ignorantly or stupidly to confine 
negotiations over the piece-rate question to the Miners’ 
Federation, when the Yorkshire Miners’ Association, an 
independent organisation though affiliated with the 
Federation, had taken the matter into its own hands and 
had the constitutional right to settle it. 

Much more serious than the Government’s mistakes, 
however, has been the attitude of the miners. A dis- 
inclination to consider compromise, a determination to 
exact their demands at any cost to the community, and an 
unlimited faith in the adequacy of their organisation to 
secure any end they direct it to, mark the temper of the 
rank and file; in their leaders this temper combines with 
a passionate belief in the justice of their political aims to 
create a force as intractable to the ordinary methods of 
political argument and persuasion as the dissenting 
Puritan sects of the seventeenth century. The Govern- 
ment offered to defer the rise in the price of coal for three 
months on condition that the miners would undertake to 
co-operate in increasing output and would give an under- 
taking that there should be no strikes. The Annual Con- 
ference of the Federation rejected the offer by a large 
majority, in spite of impressive appeals from Mr. Brace 
and Mr. Hartshorn, two of their most trusted leaders in 
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Parliament. Similarly, their representativesson the Coal 
Commission made a reservation to that part of Mr. 
Justice Sankey’s Report in which he recommended that 
strikes should be prohibited until the issue should have 
been considered by the proposed District and National 
Mining Councils. This clinging to the strike is natural 
when it is remembered that before the war the Miners’ 
Minimum Wage Act and the Eight Hours Day Act were 
extorted by the use of this weapon, and that during the 
war, from the time when Mr. Lloyd George conceded to 
the South Wales miners their full demands, after the 
Chief Industrial Commission had negotiated a compromise 
settlement with their leaders and the strike had been 
“ proclaimed ” under the Munitions of War Act, the miners 
were able to secure their full demands from the Govern- 
ment by threat of striking every time the two came into 
collision. But if it is natural, it is none the less an element 
in the public life of the country that may lead to social 
disaster. Coal is a vital service; already there is wide- 
spread unemployment in Leeds, Bradford, Sheffield and the 
other industrial centres dependent on the Yorkshire coal- 
field; and the miners’ readiness to strike complicates 
very seriously the two political problems, direct action and 
nationalisation, that are pressing on the Government’s 
attention to-day. 

Quite apart from the special claims of the miners, the 
prospects of industrial peace are not good. As has been 
pointed out in Tue Rounp Taste before, one of the most 
important results of the war has been the dislocation of 
normal standards of wages, normal conditions of work, 
and the normal relations of different grades or classes of 
workpeople. The result is that most workpeople can 
point to someone else who is doing better than they ; no 
one is satisfied with what he has got; and no one is sure 
that what he is getting is as much as he might extort if he 
pressed his claims by a strike. Employers on their side 
are equally undecided; commercial prospects are very 
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speculative; labour is aggressive; the Government has 
compelled them to make some concession to every demand 
of their workpeople for so long, that they find it less 
trouble to go on making concessions than to force an 
issue and effect a lasting settlement of wages and condi- 
tions. Gradually the muddle of war-bonuses and other 
temporary expedients for averting a real settlement is 
being cleared up; but the wise suggestion made by the 
Provisional Committee of the National Industrial Con- 
ference, that the Ministry of Labour should promote 
conferences and the Interim Court of Arbitration should 
act as a final court of appeal in all trades in which a settle- 
ment of this question had not been reached, has not yet 
been adopted, and much remains to be done. Add to this 
the continued rise in prices, the problems presented by 
war changes in technique, the irritability inevitable after 
the strain of the war, and the disappointed hopes of recon- 
struction, and there is a situation that demands all the 
statesmanship and forbearance of which employers and 
trade union leaders are capable. The omens are not 
favourable; a national lock-out has been declared in the 
furniture industry, and the engineering and shipbuild- 
ing employers met the men’s claim for a 15 per cent. 
advance at their last appearance before the Arbi- 
tration Court by a counter-claim for a reduction of 
5 per cent. The Court found neither claim  esta- 
blished. 

The recent disturbance in the Police Force was closely 
associated with the prevalent industrial unrest. ‘The organ- 
isers of the Police Union called a “ lightning ” strike at the 
beginning of August with the purpose of destroying the 
Bill, then passing through Parliament, embodying the 
settlement recently arrived at. The great majority of the 
Force, both in London and in the Provinces, refused to 
follow the extremists. In London, only 1082 of the 
Metropolitan Police struck out of a total strength of 19,010 ; 
and only 58 of the City Police out of 966. In Birmingham, 
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there were only 120 strikers out of an approximate strength 
of 1,000. The strike was most successful at Liverpool, 
where 954 out of 1,500 (approximate) came out. Rioting 
and looting ensued, and soldiers were called in to restore 
order. In accordance with the declared policy of the 
administration, the strikers were everywhere dismissed 
and forfeited their pensions. One or two sympathetic 
strikes occurred locally on railways in the London district, 
but quickly broke down. The failure of the strike was, in 
fact, as decisive as could be; and it has had a steadying 
effect on the industrial situation throughout the country. 


Direct Action 


The success with which the strike weapon was used 
during the war and since in disputes between groups 
of workpeople and the Government has made many con- 
verts to the doctrine of “ direct action.” The congestion 
of business in the Government Departments concerned 
led to delavs in dealing with grievances; the establish- 
ment by frequent experiment of the principle that a body 
of workpeople who were dissatisfied with their treatment 
by the Board of Trade or the Ministry of Labour could 
appeal to Downing Street resulted in the addition of 
industrial disputes to the other functions of the War 
Cabinet and Prime Minister—where the congestion of 
business was even greater—and further delays. Again 
and again a sharp and sudden strike was needed to secure 
attention to a grievance. In the main the grievances 
urged in this way were incidental to the strikers’ condition 
as wage-earners, but the authority subjected to this 
pressure was not the employer, but the Government. It 
is not strange that the wage-earner should think of using 
the same method for securing attention to his political 
grievances, and an influential section of his leaders, 
including the Labour daily, The Herald, is urging him to 
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do so. It is a little unexpected to find the political wing 
of the Labour Movement, represented by the Independent 
Labour Party, supporting this attack on normal political 
methods. ‘The explanation is that they regard the De- 
cember election as a “trick” election, Parliament and the 
Government as unrepresentative, and the strike as the 
only means left even to a constitutionally minded democrat 
to compel a new appeal to the country. Their attitude 
to the present House of Commons is very much what that 
of the House of Lords was to the House of Commons of 
1909 and 1910. 

Four questions of a purely political character are causing 
intense feeling among left wing politicians of the Labour 
Movement: the military intervention in Russia, the 
extension of compulsory military service into peace time, 
the continued detention of conscientious objectors, and 
the use of the military in industrial disputes. It is typical 
of the mind of the advocate of Direct Action that he 
regards these questions as simple enough to be submitted 
jointly to a ballot which must express either unqualified 
approval or unqualified disapproval. ‘The leading advocates 
of this use of the strike for political objects are Mr. Smillie 
and Mr. Hodges, the President and Secretary respectively 
of the Miners’ Federation, Mr. Robert Williams, Secretary 
of the Transport Workers’ Federation, and Mr. Lansbury, 
the editor of The Herald. The proposal became an issue 
of actual politics when the Council of the Triple Alliance 
called on the Parliamentary Committee of the Trade Union 
Congress to summon a special meeting of Congress to 
consider a general strike on the four political issues stated 
above. The Parliamentary Committee refused to act. 
The advocates of the policy next brought the matter up 
at the Labour Party Conference in June, and carried by a 
large majority a resolution instructing the Executive 
Council to discuss with the Committee of the Trade Union 
Congress the taking of action. A meeting has been held, 
but again the Congress Committee has refused to anticipate 
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the ordinary meeting of Congress in September. The 
danger of a general strike was never serious, and the vote 
at the Labour Party Conference was taken after so short a 
discussion and was so far from committing the movement 
to definite and immediate action that it must not be taken 
as decisive. 

The real danger of serious action lies with the Triple 
Alliance, which is now acting independently. A delegates’ 
conference has been held and the decision made to ballot 
the members of the constituent organisations on a strike. 
The political questions on which action is proposed are 
three of the four mentioned above—Russia, conscription, 
and military intervention in trade disputes. Mr. Churchill 
has stated in the House of Commons that, quite apart 
from the general question of Direct Action, a strike on 
these issues would be an absurdity; intervention in 
Russia is being brought to a close as rapidly as possible, 
the same is true of compulsory military service, there are 
no conscientious objectors still in prison, and there is not 
and never was any intention to use military units as strike- 
breakers. This explanation is regarded merely as another 
success for the policy of Direct Action ; at the same time it 
is not accepted as reliable, and the ballot is proceeding. 

The issues on which the strike is proposed are so far 
from simple that a ballot in favour of striking will not 
necessarily be followed by a strike. Contrary to the popular 
impression, the affairs of the Triple Alliance are not in 
the hands of irresponsible boys, and it may well be that, 
if and when the leaders are given the power to call a strike, 
they may be convinced by the Government that the 
particular problems on which they wish to impose their 
solution are either incapable of settlement the way they 
propose or already in process of satisfactory solution. 
The leaders are themselves not united on the policy of 
Direct Action. Mr. Thomas, of the Railwaymen, has used 
all his great influence to prevent the issue from being 
raised; among the Transport Workers the Seamen’s 
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Union could not be relied on if a strike were called, and no 
one wants to risk a breach in the Alliance; and among 
the supporters of Direct Action the most influential, Mr. 
Smillie, is fully conscious of the seriousness of the step 
and as reluctant as anyone to inflict on the community 
the suffering involved in a stoppage of its most essential 
services. While the action of the Alliance in taking a 
ballot, therefore, has lifted the project of Direct Action 
into the field of current possibilities, the chances on the 
whole are against a strike being called as a result of it. 
It is on the question of nationalisation, in which the 
political and industrial interests of the members of the 
Triple Alliance meet, that a strike is likely. 

The three parties to the Alliance are all engaged in 
industries the immediate nationalisation of which is urged 
by the Labour Movement. In each case the war has 
brought with it Government control, which has lasted so 
long that a return to the status quo without modification 
is impracticable. ‘The question of the Docks is in the main 
answered already in favour of public ownership and control ; 
the question of the Railways will have to be settled soon, 
although the Transport Bill leaves it open and the unions 
are not pressing it at the moment. The critical question 
of the moment is coal, and the temper of the miners on 
this is indicated by Mr. Smillie, who would regard a strike 
to compel nationalisation as hardly falling within the 
category of Direct Action at all. It was by threat of a 
strike that the miners secured the appointment of the Coal 
Commission ; their leaders will not hesitate to use the 
same means to compel the adoption of the Sankey recom- 
mendations.* 

* Postscript. ' On August 13 the Executive of the Triple Alliance met 
privately and decided to defer any action of the kind contemplated when 
the strike ballot was decided on. That this does not mean an end to the 
danger of a strike for a political object is proved by a speech by Mr. Smillie, 
who, addressing the Scottish Miners the next day, urged them to refrain 
from sectional and sporadic strikes in order to conserve their energies for 


the national strike that might be necessary to compel the Government to 
adopt nationalisation. 
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The Coal Commission’s Report 


The Coal Commission reported on the second stage 
of its enquiry on June 20. Four reports were pre- 
sented, the first hy the Chairman, the second by the 
miners’ representatives and the three Socialists on the 
Commission, the third by the mine-owners’ representatives 
and two of the three independent employers, the fourth 
by the other independent employer, Sir Arthur Duckham. 
All four reports recommend the appropriation by the State 
of the mineral rights, and only the three miners’ repre- 
sentatives oppose compensation. ‘The mine-owners report 
against nationalisation, and propose an organisation on the 
lines of the Whitley Report to improve relations, the 
empowering of Local Authorities to deal in coal, and a 
Department of Mines with a consultative council to watch 
the various interests involved. Sir Arthur Duckham 
proposes management by a number of Statutory Companies, 
each taking over all the undertakings in a single area, with 
interest at the rate of 4 per cent. guaranteed by the State 
and earnings over 6 per cent. applied as to two-thirds to 
reducing the price of coal, and one-third to dividends on 
share-capital ; the management staffs to have one repre- 
sentative, the workers two representatives and the share- 
holders four representatives on the directorate of each 
Company. The separate report of the miners’ and 
Socialist representatives on the Commission is confined to 
expressing general agreement with the Chairman’s recom- 
mendations, subject to two reservations—-a claim to a larger 
representation of workers on the proposed National and 
District Councils and an objection to the limitation on 
the exercise of the right to strike proposed by the Chairman. 

The Chairman’s recommendation, briefly, was nationali- 
sation. In order to avoid the evils of bureaucratic adminis- 
tration, he suggests that the Minister of Mines should 
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have associated with him a National Mining Council, 
composed of members of District Mining Councils, which 
in turn would consist of four representatives of consumers, 
four representatives of the technical and commercial staffs, 
and four representatives of the workers, with a Chairman 
and Vice-Chairman appointed by the Minister of Mines, 
* Subject to the direction of the Minister of Mines,” the 
District Mining Council shall have the entire management 
of the industry in its district. 

When the miners challenged the Government in February 
with a threat to strike on the issue, among other things, of 
nationalisation, the Government found itself without a 
policy, and put forward a Commission of Enquiry partly, 
it may be surmised, in the hope that the Commission would 
find a policy for it. ‘That hope, if it existed, has been 
disappointed, and the composition of the Commission, 
which had to satisfy the miners, was bound to have that 
result. The Commission was modelled on a Wages 
Arbitration Court, a legal chairman having associated with 
him representatives of the two parties to the dispute and 
an equal number of persons who were not themselves 
parties to the dispute but might be expected to sympathise 
with the parties. As such it was suited to dealing with the 
issue of wages and hours ; it was not in the least likely to 
reach an agreed recommendation on the complicated 
problems of political and economic policy involved in 
nationalising the coal industry. ‘There was no adequate 
representation of consumers, no representation of royalty 
owners or of the Departments of State concerned; the 
economists could hardly be said to owe their appointment 
to their open minds; the Chairman and possibly Sir 
Arthur Duckham were the only members of the Com- 
mission whose general attitude to the question of nationali- 
sation could not have been predicted before the hearing 
of evidence began. The result is a majority report which 
the miners would accept, but Parliament does not like ; 
a minority report that Parliament would accept, but the 
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miners would not; and an individual report, Sir Arthur 
Duckham’s, that satisfies neither miners nor mine-owners 
and is too independent to impress Parliament. How the 
Government must wish that the late Ministry of Recon- 
struction had devoted to the Mining Industry and the 
Railways some of the research it expended on rural indus- 
tries and new fields for British engineering ! 


Conclusion 


As has been pointed out in a previous article in this issue, 
the industrial outlook is very far from reassuring. There 
are, however, certain features that encourage the observer 
to hope. In the first place there is no reason to believe 
that the Englishman has changed his character and become 
a revolutionary. He may be driven to revolutionary 
methods by the ineptitude of his employers or governors ; 
but there is nothing in his present attitude and temper 
that requires revolutionary theory or “ Bolshevist gold ” to 
explain it. There is the accumulation of ordinary wages 
and conditions questions from the war to make trouble— 
the amount of trouble so far has been remarkably little ; 
there is disappointment that none of the high hopes 
aroused by the creation of a Ministry of Reconstruction 
have been realised; there is resentment at the rise in 
prices and the continuance into peace of other war con- 
ditions ; above all, the worker is tired. This last fact 
explains to a considerable extent both the fall in output 
and the new insistence on shorter hours and holidays. In 
spite of labour unrest, industry is beginning to adjust 
itself to the conditions of peace. The number of persons 
in receipt of State unemployment pay has fallen from 
1,100,000 on May 2 to 600,000 at the end of July—a result 
due to private industry, not to any assistance given to 
industry by the Government. The new Minister of 
Labour again inspires hope. Without doing anything 
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sensational, Sir Robert Horne has secured the respect and 
confidence of Labour to an extent that neither of his 
“‘ Labour ” predecessors did. It is probably due to him 
that agreed measures for the restoration of pre-war trade 
union practices, the universal application to industry of 
the 48-hour week, and the extension of a legal minimum 
wage to all workers who are not so well organised as to be 
able to dispense with it, have been embodied in Bills, 
which it is hoped to pass at an early date. The first of 
these will remove a long-standing obstacle to a resettle- 
ment of wages and conditions, and at the same time free 
the skilled worker from the fear that the Government 
would connive at the extinction of his economic safeguards ; 
the two latter are measures demanded by the National 
Industrial Conference, and when passed will give an assu- 
rance of security and leisure to the ill-organised worker 
that he (and she) have not hitherto enjoyed. The sale of 
the Government factories and other war-time supplies has 
been violently attacked by Labour; but the policy is 
justifying itself by the good prices obtained, and siill more 
by the utilisation of the factories for peace purposes 
without further delay. Whatever the possibilities in 
theory of converting these plants to peace purposes under 
Government ownership, it is a practical certainty that the 
conversion would not have been effected with anything 
like the promptitude with which private enterprise is 
effecting it. The reduction of the Excess Profits Tax to 
40 per cent. and the partial removal of war-time restric- 
tions have materially helped a recovery of industry. But 
these negative measures need supplementing by a positive 
and constructive social policy, if labour unrest is to be 
allayed and confidence re-established, not in this Govern- 
ment merely, but in the system of Parliamentary govern- 
ment of which the present Ministers are only the transient 
exponents. 


London. August, 1919. 
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II. IRELAND: THE CALL FOR A SETTLEMENT 


INCE the last number of Tue Rounp Tasie was 

published, an Irish Dominion League has made its 
appearance, under the chairmanship of Sir Horace Plunkett, 
backed, at least in respect of its advocacy of a Dominion 
settlement, by a cleverly written weekly paper, The Irish 
Statesman. The League has received the corporate adhe- 
sion of Captain Gwynn’s Centre Party and the individual 
support of most of the founders of the Nationalist Veterans 
Association. As was stated in the last number, “ Dominion 
Home Rule undoubtedly represents the normal aim of 
Nationalist Ireland.” Not many years ago the launching 
of such a movement under such auspices would have set 
tar barrels blazing on the hills. ‘To-day it has been received 
with good-humoured scepticism on the part of men of 
goodwill, and with anger and suspicion on the part of the 
extremists of both sides. It is significant of the strange 
condition of men’s minds that rumour has not stopped 
short of accusing Sir Horace of using secret Government 
funds to defeat in this manner the imminent realisation of 
an Irish Republic. The League is doing useful work in 
bringing together reasonable persons from all sides; but 
unless the Government, for once in a way, takes such 
action as will give reasonable persons a chance of being 
listened to, the popular ear will still be lent to the ex- 
ponents of Sinn Fein, for the simple reason that this 
organisation alone is thought powerful enough to force 
attention to the Irish claim. 

One is told, indeed, from time to time, that Sinn Fein 
is losing its grip ; but proof in support of the statement is 
seldom obtainable. Notwithstanding the failure of all 
hopes based upon the Peace Conference, the Separatists 
still hold the field, not because the general body of Irish- 
men believe in the Republic, but because they disbelieve 
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in British goodwill and British statesmanship. The 
condition of the country is still unsatisfactory in the 
extreme. Non-political crimes (always rarer in Ireland 
than elsewhere in the United Kingdom) have, indeed, 
become fewer than ever, as recent judicial charges show ; 
but raids for arms are frequent, as are also murderous 
assaults upon men individually or officially obnoxious to 
the revolutionaries. Such outrages are commonly defended, 
even by otherwise sane and decent people, on the ground 
that a state of war exists between the Irish Republic and 
the English Crown. And it must unfortunately be added 
that the spectacle of English soldiers with shrapnel helmets 
and fixed bayonets patrolling the streets of Dublin and other 
towns, unavoidable though it may be in existing circum- 
stances, fosters this illusion, while it angers and humiliates 
even those (and they are more numerous than is often 
remembered in Great Britain) who have the most intimate 
reasons for honouring the King’s uniform. There can be 
few Irishmen of any party who regard with pleasure the 
continued presence of an army of occupation openly 
holding down a sullenly disaffected mass of their country- 
men, and fewer still who believe that such a state of things 
can continue indefinitely. 

Nor—to put it mildly—has the speech which Sir Edward 
Carson delivered in Belfast on July 12, taken in conjunc- 
tion with the attitude of the Executive on this and other 
occasions, helped to mend matters. It may well be that 
the English law officers were right in holding that no legal 
offence had been committed, difficult though it is to 
square their opinion with the provisions of the Treason 
Felony Act as expounded by Lord Justice O’Connor during 
the subsequent trial of a Sinn Fein prisoner. But even in 
England there must be many who agree with Major Lloyd 
Graeme, Unionist M.P. for the Hendon division of Middle- 
sex, in holding that the speech, “ whatever its precise legal 
significance, was a moral and political offence.” In 
Ireland, at any rate, the net result of the business is to 
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strengthen the feeling that equal administration of British 
Law is not to be expected, and to set people asking once 
again, What has happened to the Ulster arms which were 
supposed to have been surrendered to the Executive ? 
When Sir Edward demands the repeal of the Home Rule 
Act, and roundly says that, if this is not conceded, he will 
“ at all consequences once more call out the Ulster Volun- 
teers,” people may be excused for believing that he has 
ready to his hands the means for re-arming his followers.* 
It is a relief to turn from these indisputably mischievous, 
if possibly legal, threats to the wise and temperate message 
in which General Smuts, on the eve of his departure, made 


appeal to the more generous instincts of the British demo- 
cracy : 


“ The most pressing of all constitutional problems in the Empire,” 
he wrote, “ is the Irish problem. It has become a chronic wound, 
the septic effects of which are spreading to our whole system and, 
through its influence on America, it is now beginning to poison our 
most vital foreign relations. Unless the Irish question is settled 
on the great principles which form the basis of this Empire, the 
Empire must cease to exist. The fact that Irishmen cannot be 
made to agree may have been a good reason for not forcing a solution 
during the war, but now, after peace, the question must be boldly 
grappled with. Our statesmen have just come back from Paris, 
where they have dealt with racial problems like that of Ireland, and 
in every way as difficult as the Irish problem. They may not shrink 
from applying to Ireland the same medicine that they have applied 
to Bohemia, and to many another part of Europe.” 


Fully in accordance with the spirit of General Smuts’ 
appeal is the remarkable series of articles which the Times 
has recently devoted to the elucidation of the Irish Question. 


r 


* Since this was written, Parliamentary questions have elicited the fact 
that the arms are under the control of Brigadier-General Sir G. W. Hacket- 
Pain, formerly Chief of Staff to the Ulster Volunteers. General Hacket- 
Pain retired from the Army in February, 1912, and was at first described 
by Mr. Churchill, “ through an unfortunate error,” as not having since 
held any military employment. He is, in fact, and has been for many 
months past, “ in command of the Northern District of the Irish Command.” 
(Cf. Parliamentary Debates, August 12, 1919, pp. 400 and 401.) 
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Premising only that any settlement “ must be such as the 
great majority of sane Irishmen can regard, now or pre- 
sently, as not only tolerable but satisfactory ; and that it 
must be based upon the determination that, under the 
zegis of the British Crown or within the framework of the 
British Commonwealth, Ireland shall be her own mis- 
tress,” the Times has for weeks past called insistently upon 
the Government to prepare and, if need be, to impose a 
settlement. The articles in question have clearly been 
informed by first-hand knowledge and inspired by a real 
sense of all-round justice. Finally, the Executive having 
in the meantime shown no sign of being prepared with a 
policy of its own, the Times has itself put forward a scheme 
in some detail, pledging at the same time its sympathy and 
support “ to all who attempt, in the only spirit in which 
success is possible, a just settlement of the Irish Question ; 
whether the settlement be made on the lines we have 
indicated or on other and better principles.” With these 
lines (which, besides, do not pretend to much novelty) 
readers of Tue Rounp Taste are doubtless already ac- 
quainted ; but it may be convenient to summarise them 
very briefly. In order to meet the capital objection which 
North-East Ulster entertains as well to administration as 
to legislation by an All-Ireland Executive and Parliament, 
it is proposed to establish two State Legislatures, one for 
the entire province of Ulster, the other for the remainder 
of the country. By agreement (and apparently only by 
agreement between these bodies—but the point is not 
made quite clear) a Central Parliament is to be established, 
composed of an equal number of representatives of Ulster 
on the one hand and of the three Southern Provinces on the 
other. This Parliament may, by resolution, assume certain 
wide powers, subject, however, to ratification by the State 
Legislatures, either of which may subsequently veto the 
application of any law to its area. 

Criticism of the scheme does not lie within the scope of 
this article, but some prevalent opinions may be recorded. 
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It is evident to all that the strength of this proposal lies in 
the fact that it provides Protestant Ulster beforehand with 
every conceivable safeguard against objectionable acts, 
whether legislative or administrative ; whilst at the same 
time it creates (if and when the All-Ireland Parliament is 
set up) at least the symbol of a United Ireland. It has 
been noted, however, that while the safeguards in the first 
case are absolute, the satisfaction of national unity is 
hypothetical. In other respects the main line of criticism 
has been as follows. In the special circumstances of 
Ireland the proposed veto (if limited to some extent) 
might be tolerable, for Irishmen would go a long way to 
meet all reasonable fears of their northern fellow country- 
men; and, having regard to the inevitable under-repre- 
sentation of the Southern Unionists (even if proportional 
representation were introduced into Parliamentary elec- 
tions), the equal representation of Ulster in the Central 
Parliament may be defended. On these points, at any 
rate, compromise may be regarded as possible. But it is 
the inherent defect of all such schemes (as was previously 
noted in a criticism of Captain Gwynn’s very similar 
proposals) that, if provincial autonomy is carried beyond 
a certain point, it amounts to that very partition of Ireland 
to which national sentiment is so opposed. Moreover, 
just in proportion as the powers of the All-Ireland Parlia- 
ment are diminished, must those who compose the minority 
in each area suffer from its inability to protect them against 
possible injustice at the hands of the State Legislatures. 
This is abundantly clear in the case of the Southern 
Unionists ; and it should not be altogether forgotten that 
the Catholics of Ulster entertain no less dread of the 
administration of Belfast than the Ulster Protestants 
entertain of the administration of Dublin. 

These objections notwithstanding, the Tzmes pro- 
posals have been very generally welcomed in Ireland as 
marking a very real advance towards a possible settlement. 
Subject to modifications which the Times itself invites, 
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they may, in the opinion of good judges, form the basis of 
an acceptable agreement between all the constitutional 
parties. With the fundamental ideas underlying them— 
namely, that any settlement, to be of real value, must now 
or later satisfy sane national sentiment and must not 
endanger the strategic safety of these islands—ninety-nine 
out of a hundred Irishmen are openly or tacitly in agree- 
ment. As the writers very justly say, England has some- 
how “ hurt the soul of Ireland.” It should be possible to 
cure that hurt, without injury to the body politic. 


Dublin. August, 1919. 





INDIA 


I. Forercn AFFAIRS 


HE outbreak of hostilities with Afghanistan may bo 

traced back to the murder, in the last week of February, 
of our staunch ally Amir Habibullah. The guilt of the 
murder is not yet satisfactorily allocated; but it has 
been plausibly assigned to a court faction animated by 
ambition. ‘The throne was first seized by Sardar Nasrullah, 
brother of the late Amir, a man beloved by the mullahs, 
or Mahommedan preachers, who exercise so much influence 
over the Afghan tribesman. Before long, however, it 
was apparent that the real power for the moment rested 
in the hands of Sardar Amanullah, then in command 
at Kabul, third son of the murdered man. He was 
supported by the Army, which happened to be mobilised ; 
he controlled the treasury and the arsenal. Since his 
power was concentrated, while the influence of Nasrullah 
was diffused, he was able to secure the throne. He 
soon showed himself much under the influence of vague 
but grandiose ideas, such as self-determination and the 
rights of mankind. The highfalutin tone of his letters 
affords an extraordinary contrast with that which marked 
the correspondence of his father and grandfather. Shortly 
after his accession he somewhat surprised the general public 
in India by a minatory speech in presence of the British envoy, 
announcing the complete independence of Afghanistan. 
This declaration, which was not consistent with the political 
position for some time occupied by Afghanistan in relation 
to the Indian Government, indicated the adoption of an 
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attitude different from that of the two previous Amirs. 
At the same time Amanullah professed his desire to 
live on terms of peace and amity with Great Britain. But 
his difficulties were great. Of recent years there has 
always been a war party in Afghanistan, whose members 
have seriously embarrassed from time to time rulers of 
such strength and experience as Amirs Abdur Rahman 
and Habibullah. Amanullah, young and inexperienced, 
was particularly susceptible to their influence. He owed 
his throne to the Army, and to secure himself he was 
compelled almost to double its pay. In addition, he had to 
make head against powerful opposing factions. He had— 
this was the most difficult of all—to satisfy the not very 
critical public opinion of Afghanistan as to the freedom of 
his supporters from all implication in his father’s murder. 
He had already somewhat offended the Army by releasing 
the persons they had arrested on suspicion—persons 
belonging to a family too powerful to be molested. Afghan 
opinion demanded that some one be brought to book. 
On April 13 he held a durbar at Kabul, at which he 
announced that a special revelation had enabled him to 
identify at least one of those guilty of Amir Habibullah’s 
death. The victim was promptly bayoneted. Sardar 
Nasrullah himself was condemned to life-long imprison- 
ment, and penalties were at the same time inflicted upon 
other prisoners. Public opinion doubtless ought to have 
been satisfied, but was not. The Army believed that the 
guilty persons had been allowed to escape. ‘The mullahs, 
with all the religious influence which made them so 
formidable, were alienated by the treatment, very natural 
though it might be from the Amir’s point of view, accorded 
to their idol, Nasrullah. ‘The Amir’s position became more 
and more insecure, and he determined on a desperate 
throw, nothing less than engaging in hostilities with 
India. 

It must be admitted that the moment may have seemed 
propitious to him. General Mahommedan opinion was 
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uneasy as to the fate of Turkey and of the Holy Places. It 
was natural for Amanullah to pose as the champion of Islam 
against Great Britain ; and he had some hopes, which were 
speedily frustrated, of uniting Mahommedan zeal in a Holy 
War. Exaggerated rumours were rife in Afghanistan as to 
the “ oppressions ” inflicted by the Rowlatt Act, which was 
represented as hindering Muslims and Hindus alike in 
their public worship. It was known that an agitation 
against this Act was on foot in the North-West Frontier 
Provinces—a most unusual phenomenon. The Punjab 
outbreaks were magnified by rumour until they assumed 
the proportions of a general rising against British rule— 
a result partly to be ascribed to our own official declara- 
tion that certain districts of the Punjab were in a state of 
open rebellion. The result of all this was greatly to 
strengthen the hands of the war party and to convince 
the Amir that the real solution of his difficulties was 
to be found in diverting the attention of his people from 
domestic affairs by embarking upon a war with India. 
He probably counted upon Bolshevik assistance, just 
as he seems to have imbibed the floridly ‘“ democratic ” 
principles of Bolshevism. He certainly displayed an 
incredulity as to the strength of Great Britain’s position 
and the finality of Germany’s defeat which may well 
have been the result of Bolshevik propaganda. His policy 
was doubtless influenced by the presence at his court of 
various persons from India who bore no goodwill to the 
British and were anxious to increase the difficulties of 
Government. 

Thus, Amanullah, having made up his mind, got 
to work with every hope of success. He published 
broadcast the exaggerated accounts he had received of 
the Punjab disturbances, which he described as exposing 
the rich bazaars and fair fields of that province to the 
mercy of Afghanistan. ‘To justify his actions, he claimed 
that India was in a state of revolution which would react 
harmfully upon his own country, and that the misdeeds 
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of the British bound him in honour to free India from 
tyrannical oppression and to safeguard Islam from the 
dangers which menaced it. He may have been quite honest 
in his absurd contentions as to the character of British 
rule, the “ horrors ” of which were probably described to 
him in vivid terms by Indian malcontents both in India 
and in Afghanistan. His information as to the military 
strength of India was grotesquely wide of the mark, and 
he seems to have been duped by those upon whom he relied 
for news of the state of Indian opinion. This presumably 
accounts for the fact that he caused leaflets and pamphlets 
to be prepared with the intention of fomenting rebellion 
in India, further planning to corrupt such newspapers 
as he hoped might be willing to be bought. Then, on 
May 2, a detachment of his troops crossed the border. 

It is hardly necessary to recount the course of the military 
operations which soon disappointed the expectations of the 
Amir. He hoped much from the border tribes, whose co- 
operation he expected to enlist by appealing to their 
fanaticism and cupidity. The results fell short of his 
expectations. Very few border tribes came in against us 
with anything like unanimity. Some sections of other tribes 
engaged in half-hearted hostilities ; but the majority sat on 
the fence. It is almost impossible, however, to prophesy 
what the tribes will do at any given moment, and this 
statement holds good as much for the future as for the past. 
The tribes constitute the variable quantity in the border 
equation, and there is little to surprise us in the fact that 
the Amir’s calculations proved erroneous. The ill-success 
of his early military operations served to convince many of 
the wisdom of playing a waiting game. It soon became 
apparent that aeroplanes, wireless, and high explosives 
were revolutionising frontier warfare in a manner discon- 
certing to the Afghan. Aeroplanes proved particularly 
effective against the Amir’s regular troops. Against the 
Amir’s tribal lashkars, whose principal characteristics 


are great mobility and marked powers of rapid dispersal 
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and rallying, their achievements were less striking from 
the material point of view, although the moral effect 
of their operations was considerable. Particularly at the 
beginning of the campaign, when our antagonists were 
principally the Afghan regulars, the influence of the aero- 
planes was great. Enemy concentrations and military 
objectives in important places such as Dakka, Jellalabad, 
and Kabul were systematically bombed with great moral 
and material effect. The Afghans were discouraged. On 
May 14 the Afghan Commander-in-Chief asked for a cessa- 
tion of hostilities in an insolent letter. As he had no 
authority to treat, his request was promptly refused ; 
and he was informed that, if the Amir wanted peace, 
he could sue for it himself, but that it would be no use 
doing so unless he enclosed a copy of his official orders to 
his generals bidding them suspend hostilities. Six days 
later a further request for an armistice was proffered ; 
but, as the envoy who bore it was not armed with proper 
credentials, he was sent back. Meanwhile, operations 
against the Afghans had developed further south in the 
Kurram and Khost regions, as well as against certain of 
our own border tribes, now in a restless_condition, in Zhob. 
At first, several of our small levy posts were withdrawn, 
and our garrison in Thal was seriously menaced. This 
exercised a considerable influence upon other local tribes, 
who began to show signs of rallying to the Amir. But 
before long the Afghan forces were driven from Thal in 
such confusion that they left considerable quantities of 
munitions and baggage in our hands. Also Spin Baldak, 
popularly considered the strongest fort in Afghanistan, 
was stormed in a most gallant manner by our troops. 
In short, a series of reverses were inflicted upon the Afghan 
on all fronts. None the less, the attitude of some of the 
border tribes was such as to offset in some measure the 
disconcerting effect upon the Amir of his defeats in the 
field. He no longer hoped for victory, but he expected to 
disguise defeat. Vanity is the dominant trait in the 
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Afghan character ; and it is this trait which accounts for 
the conceited tone of the letter which Amanullah sent to 
the Viceroy on May 28. In this communication he laid 
the blame for recent hostilities upon the British, but made 
sufficient concession to the facts of the situation to ask for 
terms. He also followed our advice in enclosing a copy of 
his order commanding his generals to cease hostilities. ‘The 
Viceroy’s reply contained a specific recital of the various 
acts of hostilities committed by the Afghans prior to any 
action on the part of the British, but proposed lenient 
terms. We have, indeed, nothing to gain from hostilities 
with Afghanistan. ‘The country presents no attraction to 
us. We only wish to live in peace with a strong Amir who 
can keep his subjects in order and restrain his border tribes 
from raiding. A frontier war is the last thing we desire at 
the moment. Accordingly, our principal demands were the 
withdrawal of Afghan troops, first from the frontier, 
secondly for a space of twenty miles from the nearest 
British forces ; and the dispatch of urgent messages to the 
tribes, cancelling the orders inciting them to hostilities 
against us and announcing the Amir’s request for a cessa- 
tion of hostilities. Although he had entirely suspended all 
military operations, the Amir’s vanity, and his fear lest his 
influence with the tribes should suffer, would hardly permit 
of immediate acceptance of these terms, the literal execu- 
tion of which was probably rather difficult for a ruler in 
Amanullah’s position. On June 18 a somewhat evasive 
reply was received in Simla, which continued to manifest a 
desire for peace, but boggled at the suggested armistice 
conditions. The Amir was then told that if he would 
accept broadly the terms laid down, arrangements would be 
made to receive Afghan envoysin Rawal Pindi. On June 29 
Amanullah again wrote, dwelling upon the one-sided 
character of the armistice conditions and the difficulty of 
their literal observance; but pointing out that he had 
entirely suspended all operations against us, reiterating the 
steps he had taken as earnest of his desire for peace, and 
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expressing the hope that the Viceroy would fix a date for 
the arrival of the Afghan envoys. Lord Chelmsford’s reply 
emphasised the real character of the situation ; the Afghans 
began the war, and the Afghans now sued for peace. The 
terms were therefore naturally one-sided. But as no advan- 
tage could accrue from protracting the correspondence, the 
Afghan delegates were directed to present themselves in the 
British lines before 10 a.m. on July 22. 

Discussion began at Rawal Pindi on July 26. There was 
the usual bluff by the Afghan delegates, who counted on 
our distrust of the border tribes and our unwillingness to 
expose our troops further to the intense heat of a summer 
campaign. Wiser counsels prevailed, however, and on 
August 8 our conditions were accepted and peace was 
signed. Advocates of the forward policy will lament that 
the opportunity was not taken to deal with the Afghan 
menace once for all by occupying Kabul and dictating 
terms which would secure permanent peace. But we have 
no desire to fetter the independence of a high-spirited 


people, or to extend our boundaries into the uplands of 
Asia. The young Amir has learned his lesson, and our 
policy may well be directed to making him as good a friend 
of Great Britain as his father was before him.* 


II. Domestic AFFAIRS 


HE origin of the disturbances whose course was 

indicated in the June number of THe Rounp TasBLE 
is not very abstruse. There is no valid evidence to connect 
them with Bolshevik activities, despite the importance 
attributed by certain sections of the Press to the sensational 
reports from Helsingfors. It is well known that the 
Bolsheviks never display undue modesty in estimating the 
effects of their noxious propaganda, to which they readily 


* Peace was not concluded till after this article had been dispatched 
from India. The above paragraph has therefore been inserted.—[Eb. | 
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ascribe disturbances susceptible of a purely local explana- 
tion. Gravely indeed would the future of the world be 
menaced by the success of their project of inoculating 
Eastern people with the virus of Bolshevism, and the 
danger is not one to be lightly regarded. But at this 
moment there is no definite evidence that the poison has 
reached India, still less that it has produced any marked 
effects. Should it come, there are grounds for fearing that 
it will find scope for its activities in the condition of the 
country. India has already begun to experience the wave 
of unrest now passing over the world. But so far as the 
recent disturbances are concerned, there is no need to drag 
in Bolshevism as an explanation. ‘They can be explained 
on quite other grounds. Briefly, both the masses and the 
educated classes have of late been restless and uneasy. The 
masses, stirred out of their habitual calm by scarcity and 
high cost of living, have shown a disposition to blame 
Government for not performing an economic miracle in the 
reduction of prices. They are also disappointed that the 
termination of the war has not put an end to their hard- 
ships. ‘They have suffered much, and, on the whole, very 
patiently ; but their temper has become such as to render 
them particularly susceptible to the influence of agitators. 
There must be reckoned among the causes of unrest a deep 
undercurrent of Mahommedan uneasiness as to the fate of 
Turkey and the destiny of the Holy Places. This has been 
exploited by the fanaticism of a few leaders, materially dis- 
turbing not merely the Mahommedans, but through them 
the Hindus also. It must, however, always be remembered 
that, under these trying circumstances, the great bulk of 
the Mahommedans have remained solidly and thoroughly 
loyal, despite their very natural religious anxieties. The 
educated classes in general have also been seriously affected 
by rising prices and by Mahommedan uneasiness. They 
have in addition grievances of their own. ‘They are bitterly 
disappointed that the first prominent “ official” move 
after the war has been the introduction of the Rowlatt Act. 
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They fear that it stigmatises India as a country of anarchists. 
They also dislike its provisions, considering that it will 
empower the authorities to suppress even legitimate 
political activity if they so desire. Its passage in the face 
of the united opposition of the Indian members of the 
Imperial Legislative Council has been a severe blow to 
Indian pride, and is further considered in some quarters 
as a break with the sympathetic attitude towards Indian 
aspirations which characterised the policy of Government 
during the war. In short, immediately prior to the recent 
disturbances, the general atmosphere of India was electric. 
Educated and uneducated alike had their own grievances. 
The bond of union between them was supplied by a long- 
standing campaign of abuse and misrepresentation, which, 
with a strong racial bias and perpetually directed against 
Government, by degrees poisoned the minds of many 
persons originally well disposed. This campaign culmi- 
nated in a malignant distortion of the Rowlatt Act. The 
masses were taught to believe that the Act would impose 
taxation amounting to half their incomings; would 
heavily penalise the humble ceremonies accompanying 
marriage and death which play so large a part in their 
ordinary existence ; and would expose them to intolerable 
oppression at the hands of the police. ‘Thus the time was 
ripe for an outbreak, and an occasion was found, as has 
already been related, in Mr. Gandhi’s movement of 
Satyagraha—passive resistance to the Rowlatt Act through 
disobedience to civil laws. 

The account of the movement which was given in the 
June number requires a certain amount of supplementing, 
in order to make it readily intelligible to those unfamiliar with 
Indian conditions. The Satyagraha campaign was initiated 
by Mr. Gandhi, who, convinced of the superiority of “ soul- 
force” over material power, considered that he could, by 
the use of spiritual weapons alone, compel Government to 
withdraw the Rowlatt legislation. Local committees known 
as Sabhas were set up in many parts of India, and quickly 
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secured the support of the extremist party. ‘The moderate 
party held aloof. It is a mistake, however, to represent the 
Satyagraha campaign as originally an extremist venture. 
Its danger to public safety lay first in the immense personal 
influence that Mr. Gandhi wields over the masses; and 
secondly, in the peculiar limitations which condition that 
influence. As in South Africa, so in India, it is apparent 
that while Mr. Gandhi can easily arouse popular passions 
to a flame, he is unable to control or guide them after they 
have reached a certain pitch. And this is really the explana- 
tion of the more tragic incidents of the recent outbreak. 
The small minority of agitators and persons thoroughly 
disaffected to British rule were enabled by associating 
themselves with the Satyagraha movement to make use of 
Mr. Gandhi’s name in a manner which he apparently 
never contemplated, and, by his own confession, utterly 
disapproved. He announced that he was compelled 
to suspend the process of civil disobedience as it was 
being exploited, not by “true Satyagrahas,”’ but by the 
disorderly elements of the population. He it was, 
however, who started the movement in the first instance, 
and it is difficult to consider him as anything but the 
cause, even if he be but the unintentional cause, of the 
whole mishap. 

The outburst of popular passion surprised and terrified 
those who were responsible for exciting it. In some 
cases, at least, the very agitators who had aroused the mob 
to murderous frenzy vainly attempted to dissuade it from 
acts of violence, exposing themselves in their efforts to 
the hostility of the demon they had raised but could not 
exorcise. The murder of Europeans amid scenes of 
shocking brutality was, from a nationalist point of view, 
both serious and disconcerting. At a time when all parties 
were anxious to make good in the eyes of British democracy 
their claim to a large and liberal measure of reform, the 
evidence of organised sedition, by which the disturbances 
were characterised, was most awkward. Accordingly, there 
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has been a general disposition to lay the blame on Govern- 
ment. The various Nationalist Associations, in their 
public manifestos, have attacked the Administration 
fiercely ; first for precipitating the disorders, secondly for 
exaggerating them, thirdly for mismanaging them. In 
connection with the first set of charges the administration 
of the Punjab has been saddled with the greatest responsi- 
bility. It is said that the recruiting methods employed 
amounted to conscription, and produced a great outburst 
of popular resentment. Whatever be the facts in regard 
to this charge, it can in no way afford a complete explana- 
tion. The Punjab was certainly exposed to a severe strain 
by its war efforts ; but the town proletariat, which played 
the leading part in the riots, was not the class which had 
given its manhood to the Empire. It had, however, 
suffered more than any other class from economic strin- 
gency ; it was ripe for trouble, and the open challenge of 
the local Government to the politically-minded classes, 
who have of late years been acquiring more and more 
influence upon the masses, did the rest. The next count 
is that Government itself caused the outbursts of mob 
fury in Amritsar, Lahore, Ahmedabad and Viramgaum by 
preventing Mr. Gandhi from visiting Delhi after the first 
disturbances. It is perfectly true that, on the false rumour 
of his arrest, an attempt was made in several places to 
overawe Government into releasing him by a show of 
criminal violence. But it is not easy to say what else 
Government could have done. Mr. Gandhi was the pro- 
fessed leader of resistance to civil authority. His acknow- 
ledged intention was to break the law. To have allowed 
him to augment by his presence the forces of disorder 
was quite impossible ; although in point of fact the conse- 
quences of restraining him turned out to be extremely 
serious. 

We are probably destined to hear much more of the 
accusation that Government treated mere “ local riots ” 
as an excuse for introducing martial law and a “reign 
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of terror.” But no honest person knowing the facts 
can long hesitate before coming to a decision as to 
the absurdity of any such contention. The murder of 
inoffensive English business men and the burning of their 
bodies with kerosene, as happened in Amritsar; the 
burning alive of an Indian subordinate official, as happened 
at Viramgaum ; the bludgeoning to death of casual English- 
men, simply because of their white skin, as happened both 
in the Punjab and in the Bombay Presidency; the con- 
certed attacks on railways, telegraphs, and other means of 
communication, as happened in most places affected by 
the troubles ; the burning of law courts, the breaking open 
of jails, as happened in almost all places where disturbances 
were serious: all these are the characteristics, not of 
“local riots,” but of a deliberate and organised rising 
directed towards the coercion of Government. But 
supposing, for the sake of argument, that these were 
indeed the results of “ local riots,” did it not behove those 
in authority to take measures, no matter how drastic, to 
prevent such disorders from spreading further? We may 
recall here the dictum of an eminent jurist : “ ‘The Governor 
who waits to recognise a rebellion till it looks like a war will 
probably find that he has waited too long.” * It is, in fact, 
idle to deny that Government was faced with a situation 
more serious than any which had occurred since 1857. It 
would be unfair to all concerned to attempt to pronounce 
judgment at the present time: but from the evidence 
available at the moment, it would certainly seem that in 
some of their measures the authorities have presented their 
critics with grounds for attack which will be strenuously 
developed. The fact remains that the manner in which 
martial law was administered in the Punjab; its long 
duration (though this was largely due to the strategic 
necessities of the campaign against Afghanistan); the 
refusal to allow down-country lawyers to defend persons 
accused before special tribunals; the restriction passed 


* Mayne: The Criminal Law of India (1904), p. 502. 
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upon the entry of journalists from other provinces; the 
steps taken against the Press, including the severe sentence 
passed upon the editor of a local paper—all these things 
were bitter as gall to Indian susceptibilities. That they 
have exercised widespread influence outside the Punjab, 
and have excited great bitterness, is common knowledge; 
and it is probable that martial law could have been 
employed with equal effect in a manner less obtrusive. 
So deep has the iron entered into the soul of educated 
India that even a liberal remission of sentences and other 
acts of clemency to those guilty of participating in the late 
disturbances have caused no sympathetic reaction in favour 
of Government. But when we have said this much, 
we have said all. That the general policy of Government 
was the only possible one under the circumstances, no 
person who is prepared to take an impartial view of the 
facts placed before him can doubt. In short, the peaceful 
development of India towards progressive realisation 
of responsible government within the British Common- 
wealth has recently been subjected to very grave danger. 
That it survived the shock is due primarily to the rallying 
of the immense preponderance of opinion round the 
maintainers of law and order. Every Englishman must 
acknowledge with profound thankfulness the deep-seated 
loyalty of the mass of the Indian people. As in 1857, 
so in 1919, the lives of many Englishmen were saved 
by the devotion of their Indian fellow-subjects. Of the 
several provinces of India, only the Punjab, Bombay, 
and Delhi were affected at all seriously. Bengal, after one 
anxious day in Calcutta, remained quiet. The Moderates 
threw their influence into the scale against passive resistance. 
They knew too well what the consequences of such a 
movement might be. The United Provinces, full though 
they were of all the elements of conflagration, the very 
centre and seat of fanatical Mahommedan opinion, displayed 
no disposition to indulge in disorder. Madras, the 
Central Provinces, Bihar and Orissa, Assam—all showed 
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themselves utterly opposed to any disturbance. But 
credit must also be given in no small degree to the firmness 
of the steps taken by Government. 

Two lessons emerge very plainly from the crisis. ‘The 
first is the absolute necessity of Government taking sys- 
tematic steps to enlighten public opinion not merely as to 
its motives and intentions, but also as to the very action 
which it takes, in order to protect itself and the unsophis- 
ticated people in its charge from the sinister effect of 
misrepresentation of the vilest sort. Englishmen, especially 
English officials, have been slow to learn this lesson. It is 
even now apparent that much trouble and much heart- 
burning might have been avoided if the official accounts of 
the Punjab disorders had been less stereotyped, more 
detailed, and more convincing. The second lesson is that 
political reforms for India must be hastened on as fast as 
possible, so that the most enlightened and most progressive 
elements in the country may find an outlet for their energies, 
and may realise that their best opportunity of serving their 
country lies in co-operation with the efforts of Government 
rather than in indiscriminate criticism of its activities, 
motives, and intentions. 


III. Pusrtic Orrnion 


E have seen that, at the beginning of the period 

under review, both educated and illiterate opinion in 
India was in a somewhat uneasy condition. The first effect 
of the outbreak of the disturbances was to cause the rally 
to Government of the more sober elements in the country. 
This process was enhanced by stern suppression of the 
disorders. Hindus and Mahommedans began to look at 
each other askance ; to accuse each other of bringing upon 
them both the common trouble. Hindu-Mahommedan 
unity was further impaired by the aggression of Afghanistan, 
which on the whole considerably strengthened the position, 


778 





Public Opinion 

while unquestionably increasing the anxieties, of Govern- 
ment. ‘The conduct of the Amir was too closely in harmony 
with the precedents supplied by Taimur, Nadir Shah, and 
other invaders, not to cause a thrill of uneasiness in the 
breast of the Hindu community, whose folk-memory of 
Mahommedan incursions from the North is still alive. 
The Mahommedans themselves showed no disposition to 
second Afghan efforts, and seemed anxious to assure Govern- 
ment of their entire loyalty. ‘There was even some evidence 
of a tendency to accuse the Hindus of involving them in the 
recent disturbances. In short, the whole effect of the 
Afghan war was to rally the great bulk of Indian opinion to 
the side of Government. 

When the Afghan attack had failed and the first shock of 
the internal disturbances had passed away, clamant voices 
arose from the politicians. ‘The official statements about 
the suppression of rebellion were criticised ; many of the 
steps taken by Government were bitterly attacked. Moder- 
ates and extremists showed a common tendency to condemn 
whole-heartedly martial law, while in the same breath 
expressing abhorrence of the occurrences which had made 
martial law necessary. ‘There seemed at one time a danger 
lest the two parties should unite, at least for the moment, 
into one irreconcilable opposition to the policy of pro- 
gressive advance. Extremist opinion openly declared that, 
in the light of what had happened in the Punjab, the con- 
stitutional advance foreshadowed in the Montagu-Chelms- 
ford report was worthless, and that nothing but complete 
Home Rule held out any prospects of relieving India from 
tyranny. Even at the moment of writing, the view is put 
forward in the ultra-extremist Press that the question of 
constitutional reform is secondary to the holding of an 
exhaustive inquiry into the causes of the Punjab tragedy, 
into the conduct of the civil and military authorities, and 
into the justification for every official act connected with 
the suppression of the disorders. Violent telegrams have 
been dispatched by the various committees of the Indian 
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National Congress, throwing the whole blame for recent 
happenings upon Government. Meetings of protest have 
been held, demanding the recall of Lord Chelmsford ; 
inflammatory articles have appeared of a character which 
has left no course open to Government save that of taking 
action against the several journals concerned. Great 
efforts have been made by extremist politicians now in 
England to enlist the sympathies of the British Labour 
Party; and the recent manifesto by Messrs. Lansbury, 
Smillie and Williams, which was plainly based upon an 
entire misunderstanding of Indian conditions, was hailed 
with delight by all the extremist periodicals in India. The 
resignation of Sir Sankaran Nair, the Indian member of the 
Viceroy’s Executive Council, generally ascribed to his dis- 
approval of official policy in the Punjab, has been marked 
by considerable applause on the part of the extremist Press. 
Moderate opinion, which at first was seemingly afraid to 
dissociate itself from extremist views, has now once more 
taken up a separate line; and while not prepared to admit 
that Government was justified in all its acts during the 
recent troubles, has issued manifestos, signed by pro- 
minent members of the party, condemning the outbreaks 
with great, if belated, energy. 

The publication of the reports of the Southborough 
Committees on Franchise and Functions, together with the 
Government of India’s dispatches upon them, and the 
introduction of the Reform Bill into the House of Commons 
have naturally excited less interest in this country than 
would have been the case had the recent disturbances 
failed to materialise. On the whole, the report of the 
Southborough Committees has been well received. It is 
felt that they have done their best for the Montagu- 
Chelmsford scheme. Some of the English-edited papers 
seem to regard the obvious difficulties experienced by the 
Committees in their work as a prima facie proof of the 
unworkableness of the whole project; but the Indian- 
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points have been singled out for attack. The non- 
Brahmins grumble that the whole question of communal 
representation has been shelved in a disgraceful manner ; 
and some of the more advanced among social reformers 
express regret at the refusal to enfranchise women. ‘The 
Government of India’s series of dispatches, however, have 
been received with marked disfavour by the bulk of nation- 
alist opinion. ‘Two sets of people only approve of them 
with any heartiness—those of the Europeans who favour 
dyarchy, and the non-Brahmins. The first are pleased 
because the foundations of a thoroughly practical scheme 
have been evolved ; the second, because the importance of 
safeguarding their communal rights is plainly admitted. 
On the other hand, the enemies of dyarchy among the 
Europeans are chagrined, first by the appearance, at a time 
too late to be effective, of the highly ingenious “ unitary ” 
scheme put forward by the five Heads of Provinces ; and, 
secondly, by the very trenchant criticisms directed by the 
Government of India against that scheme, which plainly 
indicate that dyarchy, so far from being “ dead,” as its 
opponents have for some time triumphantly boasted, is 
the only scheme which in the last resort will satisfy the 
declaration of August 20. It should, however, be noticed 
that Indian opinion, which has for some time made the 
mistake of investing the Montagu-Chelmsford scheme with 
a finality which its authors have never claimed for it, has 
in consequence generally failed to perceive that the Govern- 
ment of India is concerned neither to enlarge the scheme 
nor to whittle it down, but solely to place it upon a practical 
basis. It is indeed apparent, from the Government of 
India’s series of dispatches, that examination, in greater 
detail than was possible for the framers of the Montagu- 
Chelmsford scheme, reveals that in several respects that 
scheme provides unexpected possibilities of deadlock ; and 
in order to avoid these, certain changes have been intro- 
duced. Among the most important of these changes is the 
proposed substitution of a separate for a joint system of 
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finance in the case of the two halves of the new provincial 
Governments. This is supported by arguments of great 
weight and cogency. It is, none the less, much disliked by 
Indian opinion, being regarded as reducing substantially 
the powers and influence of the Ministers, who, with the 
disappearance of the arrangement under which they would 
have to be content with the crumbs falling from the table 
of the Executive Councillors, naturally lose their sole right 
of initiating taxation. Under the new plan each half of the 
Government would know exactly what its resources are, 
would reap the benefits of its own economies, and would 
be protected from encroachment by the other half. 
Ministers would learn their work all the faster, being given 
a free hand in their own kingdom, and would prepare them- 
selves all the more rapidly for the business of taking over 
fresh powers from the official half of the Government. 
This arrangement is calculated to produce results more in 
harmony with the intentions of the framers of the Montagu- 
Chelmsford scheme than the plan originally suggested in 
the report itself. But owing to the failure, already men- 
tioned, of Indian opinion to recognise the exact character 
of the work which the Government of India was performing 
in its dispatches on the scheme, the suggested arrangement 
has been made the subject for bitter attack. Certain other 
points in the Government of India’s recommendations 
have also been severely criticised. It is constantly stated 
that the interests of the services in India are being preferred 
to those of the country at large. ‘The reservation of indus- 
tries, a new administrative subject, seems to be dictated 
by obvious considerations of convenience. The Govern- 
ment also believes that it is advisable to hand over primary 
education alone, while retaining control of secondary and 
university education, which in effect constitute a separate 
department. Both the one and other of these recom- 
mendations have failed to commend themselves to Indian 
opinion. Sir Sankaran Nair’s series of dissenting minutes, 
in which he roundly accuses his colleagues of whittling 
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down the scheme in the interest of bureaucracy, has been 
extensively quoted with every mark of approval by the 
extremist Press. 

The Government of India Bill and the speech of the 
Secretary of State by which it was introduced have exercised 
a distinctly calming influence upon the passions roused by 
the controversy as to the origin of the recent disturbances. 
There is a general feeling of relief that Mr. Montagu has 
not allowed himself to be turned from his purpose by the 
recent lamentable occurrences ; and though exception is 
taken to his support of the action of the authorities, his 
promise of official inquiry, and, indeed, the whole tone of 
his speech, have greatly helped to rally moderate opinion 
to its traditional policy of co-operation with Government. 
The text of the Bill has been received with some dis- 
appointment, the opinion being expressed in certain 
quarters that it gives a blank cheque to the bureaucracy 
which they can fill in as it pleases them. On the other 
hand, this very feature commends itself strongly to certain 
sections of the English-edited Press, who, with the powerful 
commercial interest they represent, dread nothing so much 
as theoretical constitution-making divorced from those 
considerations of practical politics which, they consider, 
can hardly be dealt with save by the experience of the man 
on the spot. 

There can be no two opinions as to the importance of 
conferring speedily upon Indians a generous measure of 
reform. On the decision of the British Parliament at this 
moment the future of India hangs. If the main features of 
the suggested constitutional reforms be preserved, that 
future should be a bright one. All those who are friendly 
to British rule will be encouraged, and the small but 
for the moment influential body radically hostile to us and 
all our works will lose credit. 


India. July, 1919. 





CANADA 


Tue WINNIPEG STRIKE AND ITS SEQUEL 


FT HERE was general confidence in Canada that the 

period of reconstruction would not develop serious 
industrial conflict. Throughout the war there were few 
strikes or lock-outs. There was a good understanding 
between the official leaders of Labour and the Government. 
Among employers there was gratitude to Labour for 
energetic co-operation in the production of munitions and 
war supplies. It was believed that this satisfactory relation 
would continue if adequate precautions were taken to pre- 
vent serious unemployment and wages were maintained in 
some reasonable ratio to the increase in the cost of living. 
Mr. Tom Moore, President of the Dominion Trades and 
Labour Congress, in various public addresses, had em- 
phasised the necessity of maintaining the volume of pro- 
duction and the advantages of co-operation with employers 
during the period of readjustment. Hon. Gideon Robertson, 
federal Minister of Labour, had also urged co-operation, and 
suggested to employers that they should endeavour to 
maintain wages at the war level. From employers there 
were many like statements and a general agreement that 
wage reductions should not be attempted. Moreover, 
returning soldiers, seeking their old places, were reinstated, 
and in many cases munition workers were re-employed 
without loss of time or reduction of wages. 

It is not contended that all employers were sympathetic 
or reasonable, but generally the industries recognised the 
obligation to re-establish returned soldiers and the equity 
of maintaining war wages while food prices were rising, 
house rentals advancing, and costs of clothing and all other 
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necessaries increasing. ~The first ominous symptom of a 
revolutionary temper in Labour appeared in Western 
Canada. In March a Convention of Western Unionists was 
held at Calgary which resolved to separate from the 
American Federation of Labour, to undertake the organisa- 
tion of One Big Union and practically to supersede the 
Dominion Trades and Labour Congress. The Convention 
expressed sympathy with Russian Bolshevists and German 
Spartacists, denounced deportation of aliens, demanded 
cancellation of all sentences imposed upon defaulters and 
repeal of all Orders-in-Council affecting freedom of Press or 
platform, and appointed an Executive Committee of Five 
to extend the organisation throughout Canada. ‘Two of 
these were concerned in the one-day strike at Vancouver a 
year ago in honour of a defaulter under the Military Service 
Act who was shot while resisting arrest, the third is an 
active organiser among Western miners and an advocate of 
the release of interned Germans, the fourth frankly chal- 
lenges the existing industrial and political system, while the 
fifth, at Winnipeg in 1917, urged a general strike of workers 
against conscription and national registration. These, 
designated as the “‘ Red Five,” have long been active in the 
councils of Western Labour, and with other agitators of 
like character have moulded a great body of the workers 
into the temper of revolt. With the single exception of the 
Typographical Union, all sections of organised Labour in 
the four Western Provinces voted in favour of identification 
_with the One Big Union, and many of the Western leaders 
of Labour refused to appear before the Royal Industrial 
Commission, which has just submitted its report to Parlia- 
ment, on the ground that since their object was to seize the 
tools of industry, they were not concerned in any movement 
to improve relations between employers and workers or to 
maintain industrial stability under the existing system. 
The conflict at Winnipeg began in demands by the 
employees of three iron foundries for shorter hours and 
higher wages. Simultaneously the building trades demanded 
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very substantial increases in wages and changes in condi- 
tions of service. The maximum demand of the builders 
was for $1.00 per hour, but the employers contended that 
to give the wages required would render building prohibi- 
tive and increase unemployment. They submitted a counter 
schedule with a maximum of go cents an hour and other 
proportionate advances over the old scale of remuneration. 
The strike, however, occurred over the demand of the 
unions for recognition of collective bargaining rather than 
in any dispute over wages. The iron manufacturers agreed 
to negotiate with their workmen, but would not bargain 
through the Metal Trades Council, which is a combination 
of unions and was regarded by the employers as an 
extraneous body with which they had no natural or neces- 
sary relation. In support of the position of the Metal Trades 
Council a general strike was ordered. It is stated, although 
the evidence is not conclusive, that only 8,000 ballots were 
cast in favour of the general strike, although 35,000 ceased 
work at the call of the Strike Committee. In all, the 
members of 95 unions went out. Not only were the indus- 
tries of Winnipeg vitally affected, but the firemen, the staff 
of the waterworks, the police, the telephone and telegraph 
operators and the postal employees joined the revolt. Milk 
and bread deliveries were suspended. Waiters in hotels and 
restaurants responded to the call of the strike leaders. 
Moving-picture theatres were closed and the street railway 
service abandoned. Even the newspapers were not allowed 
to publish, and for five or six days no issue of any of the 
three Winnipeg dailies appeared. 

Naturally Winnipeg was astounded and the Dominion 
startled at the complete initial success of the Labour forces. 
Day by day The Western Labour News was issued by the 
strikers, and for a time its tone was jubilant and defiant. 
At a mass meeting the secretary of the Trades Council 
stated that “ the solidarity of the workers augurs well for 
success in this strike and in the bigger struggle that is to 
come for the control of the resources of the country.” 
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Rev. William Ivens, editor of The Labour News, declared : 
““Winnipeg is now governed by a Soviet; the seat of 
authority has been transferred from the City Hall to the 
Labour Temple.” He said again: “ In a short time there 
will be no need to use the weapon of the strike. We shall 
not need to strike when we own and control industry, and 
we won’t relinquish the fight until we do control. The 
workers see no reason why they should not own and enjoy, 
since they produce all.” In the first days of the strike 
carts were permitted to deliver bread and milk, but were 
required to display a placard, “ By order of the Strike 
Committee.” So theatres were “ permitted” to open. 
The water supply was reduced to thirty pounds pressure, 
“sufficient for all one-storey houses.” Telegrams were 
censored, and Press correspondents were obliged to motor 
long distances in order to file their dispatches at offices 
in American territory. 

But the citizens of Winnipeg faced the crisis with signal 
courage and energy. A Committee of One Thousand was 
organised, and for five weeks men and women of all classes 
united to deliver milk and bread, to give volunteer fire 
protection, to maintain the water supply, to remove gar- 
bage, and to preserve order. ‘There was no system of street 
transportation. It was not thought wise to drive motors. 
All the normal activities of the community were interrupted. 
A multitude of people had to set themselves to tasks for 
which they were physically unequal. ‘There was much 
inconvenience, hardship and actual suffering. The Strike 
Committee was as resolute as the Committee of One 
Thousand, and for weeks the warring forces contended with 
increasing anger and bitterness. It is suggested that weak- 
ness was displayed by the municipal authorities, and that 
the federal Government should have intervened when the 
true object of the revolutionists was disclosed. But since 
federal intervention could be effective only through the 
proclamation of martial law and the use of the military 
forces, as long as order was preserved, or until the City 
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Government asked for federal support, it was difficult and 
probably unwise for the Dominion Government to interfere. 
It is stated that when Mayor Gray was elected, he had the 
general support of organised Labour. Naturally, therefore, 
he was reluctant to sanction extreme action against the 
strikers. But his attitude gradually stiffened, and in the 
crisis of the struggle he was firm and resolute. 

Ultimatums were issued to firemen and policemen by the 
City Council, and to postal employees by the federal 
Government, that if they did not report for duty they 
would be dismissed and never reinstated. It is significant 
of the power of the strike leaders and the temper of their 
followers that the public employees would not return, and 
submitted to dismissal without any reasonable prospect of 
restoration to their old places. Again and again negotia- 
tions for adjustment of the differences between the iron- 
founders and the metal workers were renewed. The 
employers, however, supported by the Committee of One 
Thousand, held to their original position that they would 
bargain only with their own workmen, and that the sym- 
pathetic strike must be abandoned and the principle dis- 
avowed before any conditions of settlement could be 
accepted. Many of the striking unions had absolutely no 
differences with the employers. In some cases unions 
deliberately violated fresh agreements to go out at the call 
of the Strike Committee. The firemen, policemen and 
postal workers left their places and subjected the com- 
munity to enormous inconvenience over a dispute between 
the metal workers and the iron industries. It was con- 
tended in support of the position of the employers that, 
if the principle of the sympathetic strike were recognised, 
‘no factory could afford to enter into an agreement with a 
Labour union, since neither employers nor workers could 
guarantee its observance, and, indeed, that the position of 
employers would be weaker with organised than with 
unorganised labour, because the union would be under the 
authority of an outside body. From the first the federal 
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Minister of Labour held that the contracts of unions must 
not be violated. This also was the position of the inter- 
national federations. The strike leaders sought to involve 
. the railway unions and paralyse transportation. But the 
leaders of the international organisations insisted that 
agreements with the railway companies must be respected, 
and that sympathetic strikes of workmen in the interest of 
disputes in which they were not concerned could not be 
sanctioned. There is no doubt that the attitude of 
Mr. Robertson, supported by Mr. Meighen, Minister of the 
Interior and acting Minister of Justice, who also visited 
Winnipeg during the revolt, and the resolute refusal of the 
international leaders to support the Strike Committee 
immensely fortified the position of the Winnipeg Citizens’ 
Committee, divided Labour, and defeated the appeal to the 
railway brotherhoods for reinforcements. In attempts to 
negotiate a settlement, however, the brotherhoods were 
unsuccessful, because collective bargaining as acceptea and 
practised by the running trades and the railway companies 
was not satisfactory to the Strike Committee, and, in fact, 
would have released the bulk of the strikers from any 
obligation to continue the conflict. 

v The trouble spread to Brandon, Saskatoon, Moose Jaw, 
Regina, Calgary, Edmonton, Prince Albert, Vancouver and 
Victoria. In none of these places, however, was the strike 
of such long duration as in Winnipeg, and nowhere, except 
perhaps in Vancouver, was Labour so generally involved. 
In Saskatchewan and Alberta the telegraph and telephone 
services were not seriously embarrassed, nor the postal 
services demoralised. In Vancouver, however, the street 
cars ceased running, vessels were not allowed to load or 
unload, and there was an attempt to lay the newspapers 
under censorship. In Vancouver, indeed, the Strike Com- 
mittee was only less successful than that of Winnipeg, and 
for a shorter season severe inconveniences and hardships 
were endured. Unfortunately there was riot and bloodshed 
in Winnipeg before peace could be restored. As the struggle 
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lengthened the strikers became more sullen and violent. 
So the general community became more deeply exasperated. 
There were many ugly street quarrels, occasional incipient 
riots, and a dangerous attitude towards the special police. 
Among the strikers there was a percentage of returned 
soldiers, but the bulk of the veterans stood aloof or held 
themselves at the service of the civil and military authorities. 
There is no doubt that the Strike Committee sought an 
alliance with the soldiers, and perhaps rashly counted upon 
their sympathy in planning to assert control over Winnipeg 
and other cities of Western Canada. But from the first 
the masses of the veterans were loyal to constituted authority 
and suspicious of the strike leaders. 

Johns, Dixon, Scoble, Russell, Bray, Ivens, Robinson, and 
other outstanding figures among the strikers were Bol- 
shevists, pacifists, or social destructionists. It is not true 
that aliens were conspicuous in the conflict. ‘The chief 
fomenters of unrest in Winnipeg, Calgary, Vancouver and 
other Western centres have been English, Scottish or 
Canadian Socialists. Rev. William Ivens, who edited the 
strike organ, and Rev. J.S. Woodsworth, who took his place 
when he was arrested, were born in Canada, educated for 
the ministry, and for some years preached from Methodist 
pulpits. For a time Mr. Woodsworth devoted himself to 
social work among the foreign elements in Winnipeg and 
other Western communities and published a valuable book 
on Western conditions. Later he drifted to the Pacific and 
became a longshoreman at Vancouver. But, unlike Ivens, 
he was not concerned in the organisation of the revolt at 
Winnipeg. Three of the strike leaders had seats in the City 
Council as representatives of Labour, and were very mis- 
chievous through their official relation to the civic Govern- 
ment. In any event the foreigners, who are in disfavour 
with the soldiers, would have been kept in the background ; 
but even when that is admitted, it cannot be doubted that 
the responsibility of alien elements for the trouble has been 
exaggerated. ‘There are 27,000 registered alien enemies in 
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the Winnipeg district, many of whom belonged to the 
Labour unions. As has been said, only 8,000 votes were 
cast in favour of the general strike ; but how many of these 
were cast by “ foreigners ” has not been revealed. Doubtless 
many aliens, fearing deportation and conscious of the 
hostility of returned soldiers, were easily mobilised into the 
army of revolt, but without English-speaking leadership 
they would not have ventured to challenge constituted 
authority. For years throughout the West, and particu- 
larly on the Pacific, imported Radicals have traded in class 
prejudices, and time and again precipitated industrial con- 
flicts. Possibly the “ foreigners ” have been easily driven, 
but generally they have not been the organisers of trouble. 

In the third week of June the situation, which had been 
steadily growing more acute, culminated in a riot in which 
three lives were lost, and 25 or 30 persons injured. Owing 
to the danger of conflict between strikers and citizens, all 
parades and processions were forbidden by proclamation. 
Despite this, however, strikers and sympathisers among the 
soldiers determined to hold “a silent massed parade.” 
Mounted police who undertook to maintain authority and 
order were attacked and forced to fire upon the mobs in the 
streets. According to the official statement in Parliament, 
“ the first shots were fired by the strikers, and the mounted 
police fired in self-protection.”” Convinced by this incident 
that decisive action was imperative, the federal authorities 
had the strike leaders arrested and lodged in Stony Mountain 
Penitentiary. They also seized the books and literature at 
the Labour Temple at Winnipeg and at the strike head- 
quarters in all other Western centres. The English- 
speaking leaders will be put on trial at Winnipeg for 
seditious libel, while four Russians who have not been 
admitted to bail, if convicted, will be deported under the 
provision of the new Immigration Act, which authorises 
deportation of any person who “ by word or act creates 
or attempts to create any riot or public disorder in Canada, 
or who without lawful authority assumes any powers of 
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government in Canada or in any part thereof, or who is a 
member of or affiliated with any organisation entertaining 
or teaching disbelief in or opposition to organised govern- 
ment.” ‘The wisdom of the arrests was questioned even 
by two of the three daily newspapers of Winnipeg, but the 
action of the authorities seems to have been justified by 
results. With the leaders removed the strike collapsed. 
Possibly the end was near in any event. Certainly the 
Citizens’ Committee was confident of complete victory 
without federal intervention. But there was perhaps 
danger that rioting would be renewed, and possibly the 
Government acted upon evidence which has not been 
disclosed. 

The Provincial Government, which throughout the long 
struggle acted with discretion and decision, has authorised 
Mr. Justice Robson to investigate all the conditions sur- 
rounding the strike, and it is expected that the inquiry will 
establish the objects and affiliations of the strike leaders, 
and also what responsibility rests upon employers for any 
failure to avert the conflict. The Winnipeg Free Press, in a 


leading article, divides the credit for the final victory over 
the Strike Committee between the citizens and the authori- 
ties. It says :— 


*: It was the custom of the Strike Committee to rail at the Citizens’ 
Committee of One Thousand and attribute to it an arrogation of the 
powers of government—thus seeking to turn back an argument which 
had been employed with telling effect against it. The Strike Com- 
mittee would not see that the Citizens’ Committee’s effectiveness 
arose from the fact that it was an auxiliary to the existing and regular 
Governments. The Citizens’ Committee did not man the fire halls 
when they were abandoned by the regular firemen; it supplied 
volunteer firemen to the city. It did not operate the telephones ; 
it assisted in supplying the help which enabled the telephone com- 
mission to operate them. And so all along the line—with respect 
to sorting mails, to distributing bread and milk and ice, to securing 
enlistments for the militia regiments. It was simply a case of 
citizens coming to their own defence by that co-operation with the 
lawful authorities which ought always to be forthcoming in days of 
community peril. 
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It is easy to find fault ; and the zealous critic can find plenty of 
reasons for flaying the Dominion, Provincial and civic authorities. 
But it would be more charitable to recognise that they were suddenly 
confronted with extraordinary and unforeseen conditions which had 
to be met by improvised means and methods. Perhaps in these 
very trying times they have been quite as efficient as their critics 
would have been had they had power and opportunity. We have 
come through a very dangerous period with, after all, very few 
occurrences of a deplorable character, and for this we are indebted 
to the authorities and to the citizens who made it possible for the 
authorities to cope with difficulties as they arose. In its essence 
this was a victory for the plain people who rose in wrath against the 
pretensions of the Strike Committee; and in this demonstration 
that the people as a whole are greater and more powerful than even 
the most thoroughly organised minority, we have our most hopeful 
guarantee that we shall not again see in this town revolution in the 
garb of a general strike. 


There is reason to believe that foreign influences and 
agencies had a direct connection with the organisation of 
the One Big Union at Calgary and the strikes at Winnipeg 
and elsewhere in Canada. For years, as has been said, 


Vancouver has been a hotbed of Socialism. Labour on the 
Pacific Coast, alike in the United States and in the Dominion, 
has manifested a more revolutionary temper than has 
Labour in the Eastern industrial communities. Vancouver 
is close to Seattle. Montana lies not far away. The more 
restless elements of Labour in Australia act upon the 
Pacific Coast, but never seem to touch the older States and 
Provinces. It is conceivable that the One Big Unionists of 
Australia, the I.W.W.’s of the United States, and the 
Bolshevists of Europe saw in Western Canada an oppor- 
tunity to establish a foothold on this continent. There is 
no doubt that the movement against Gompers and the 
American Federation of Labour has its strongholds in the 
West. For many years in Canada there has been a struggle 
between the Socialists and the craft unionists to control the 
Dominion Trades and Labour Congress. At Quebec, last 
September, the Socialists were decisively defeated. In 
September of this year the struggle will be renewed at the 
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annual meeting of the Congress in Hamilton. Hon. Gideon 
Robertson, Minister of Labour, and Mr. Tom Moore, 
President of the Trades and Labour Congress, are frankly 
hostile to the One Big Union organised at Calgary and to 
severance of relations with the American Federation of 
Labour. The success of the One Big Unionists would not 
mean the creation of an independent national Labour 
organisation for Canada, but affiliation with the I.W.W.’s 
and other revolutionary associations in the United States 
instead of with the American Federation. 

It is significant that in Toronto, as in Winnipeg, the call 
for a general strike was issued on account of a dispute in 
the metal trades, and that the Strike Committee in Toronto 
was composed chiefly of such Radical leaders as controlled 
the Winnipeg Trades and Labour Council. Conflict in the 
steel and iron industries indirectly affects many other 
industries. The decline in orders for steel produced a 
grave situation in the steel plants of Nova Scotia and has 
increased unemployment in other industrial communities. 
Fortunately the attempt to produce sympathetic strikes in 
Toronto and throughout Ontario failed from the outset. 
This was not so much because failure of the strike at 
Winnipeg had become an ultimate certainty as because the 
unions would not violate contracts and because resolute 
Labour leaders in the East would give no support to the 
Calgary movement. Although the metal workers of Toronto 
have been out for six or seven weeks, the employers remain 
resolute not to concede a 44-hour week, which constitutes 
the vital difference between the contending forces. ‘Toronto 
is also afflicted with strikes of teamsters and garment 
workers, and for nearly two weeks the city was sorely 
inconvenienced by a strike of the motormen and conductors 
of the Street Railway. There have been strikes also in 
Montreal, that in the Vickers Company of considerable 
duration, but industrial peace has been generally restored. 
During June there were 80 strikes in the Dominion, 
involving 87,917 workers and causing a loss of 1,445,021 
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working days, as compared with 84 strikes, affecting 77,688 
workers, with a loss of 893,816 working days in May, and 
32 strikes, involving 11,888 workers, with a loss of 46,941 
working days in June, 1918. It is estimated that the losses 
upon projects of construction and in interruption of 
industries through Labour disturbances will total 
$100,000,000. At the moment there is not a great deal of 
unemployment, but there is apprehension that a less satis- 
factory situation may develop during the winter when the 
whole army has been repatriated and the demand for 
employment will have materially increased. Naturally, 
confidence was shaken by the conflict at Winnipeg and 
unsettled conditions in the older Provinces. As a result 
industries hesitated at new contracts and undertakings 
were delayed which under more favourable circumstances 
would be using surplus labour and stimulating commercial 
and industrial activity. 

The Government has called a conference of industrial 
leaders and representatives of Labour to consider the report 
of the Industrial Commission and the national outlook. 
Although the report of the Commission was not unanimous, 
there seems to be very general support for many of its 
recommendations. Among these are an eight-hour day, 
minimum wages for girls, women and unskilled workers, 
public works as required to relieve unemployment, recogni- 
tion of Labour unions and collective bargaining, State 
insurance against old age, sickness and unemployment, 
joint industrial councils, and public assistance to provide 
homes for workers. It is also suggested that full freedom 
of Press and speech should be restored, and that the system 
of proportional representation should be applied in Parlia- 
mentary elections. The Government has also obtained 
power from Parliament to constitute a Board of Commerce 
with authority to restrain or prohibit combinations in 
restraint of trade, to authorise the importation of goods 
affected by combinations free of duty or at a lower rate of 
duty, to restrain or prohibit “the making or taking of 
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unfair profits for or upon the holding or disposing of 
necessaries of life as in the opinion of the Board are designed 
or calculated to unfairly enhance the cost or price of such 
necessaries of life.” It may also authorise the Government 
to apply to the Exchequer Court for revocation of a patent 
if it appears that the patent is used to injure trade or limit 
production. During the session of Parliament a committee 
conducted an inquiry into prices and profits. In some 
cases it was established that very large profits were realised 
by various manufacturers, chiefly, however, through volume 
of production rather than through extortionate charges. 
But there is deep and general feeling over the excessive cost 
of living, and Parliament had practically no option but to 
create machinery which may or may not be effective in 
regulating prices and profits for the future. 

No general revision of the tariff was attempted, but there 
were reductions of duties, chiefly on farm implements, 
which will involve a loss of $17,000,000 in revenue. The 
measure of reduction, however, was not satisfactory to a 
group of Western Unionists who are committed to the 
platform of the Grain Growers and demand a far more 
radical revision of the tariff. During the recess the Govern- 
ment will conduct an inquiry into industrial conditions. 
Even manufacturers admit that a general revision of the 
tariff is necessary. There is no prospect that the full 
demand of the Grain Growers will be conceded, but it is 
not impossible that a tariff may be devised which will give 
relief to Western consumers and yet afford necessary pro- 
tection to Eastern industries. ‘The public debt, which was 
$336,000,000 when the war began, is now $2,000,000,000, 
and it is believed that considerations of revenue and the 
necessity for stimulating domestic manufacture require a 
fiscal policy which will give substantial protection to manu- 
facturers. It is vital during the period of reconstruction 
that industrial stability should be maintained, and with 
rising wages, an unfavourable exchange market, and heavy 
public obligations, the national interest seems to demand 
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greater production alike in field and factory and an adjust- 
ment of customs duties which will stimulate industry and 
increase the public revenues. 

The Unionist parliamentary caucus resolved to organise 
as a national party under Sir Robert Borden. It is under- 
stood that the Prime Minister would have stood aside for 
any successor upon whom the caucus could agree. But 
the caucus was unyielding, and he submitted. He has 
borne the long strain of the war with courage and fortitude. 
He has such authority in the country as no other man 
possesses. He eschews all the artifices of the politician, 
but holds in remarkable degree the respect and confidence 
of the people. There will be an immediate reorganisation 
of the Cabinet in the spirit in which the Coalition was 
effected. Probably in the Government as reconstituted 
there will be an equal representation of Liberals and Con- 
servatives. ‘There is a strong desire even among Unionists 
that Quebec should have adequate representation in the 
reorganised Cabinet, but it is still doubtful if a Unionist 
candidate could be elected in any Quebec constituency. 
The resignation of Sir Thomas White is deeply and generally 
regretted. No other Minister of Finance since Confedera- 
tion has shown greater capacity in office, and the universal 
feeling is that his services during the war were of incal- 
culable advantage to Canada. Never altogether happy in 
politics, although he was singularly influential in Parliament, 
effective on the platform and popular in the constituencies, 
he retires wholly for private reasons, and ends by his own 
choice a public career, of too short duration, as fruitful and 
honourable as any in Canadian history. By-elections will 
follow the reorganisation of the Cabinet, but in the unsettled 
condition of public feeling it would be rash to predict the 
result in any constituency. There is, however, no prospect 
that the Government will be endangered by any losses that 
may be sustained, and neither Liberals nor Unionists desire 
an immediate General Election. 
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AUSTRALIA 


I. ConstiTuTionaL Revision 


HE people of the Australian Colonies made a great 
experiment when, nearly twenty years ago, each of the 
Colonies gave up the simplicity of its self-contained Govern- 
ment, modelled on the Parliamentary sovereignty of the 
British system, and entered a federation with its limitations 
on legislative power and the consequent submission of 
legislative acts to judicial review. Various unsuccessful 
attempts have been made to amend the Constitution in the 
direction of enlarging the powers of the Commonwealth 
Parliament, so as to bring within its scope great and impor- 
tant matters which still belong exclusively to the States.* 
In all these attempts the contests were essentially on party 
lines and were unfavourable to a reasoned consideration of 
federalism as an experiment in government. ‘The determin- 
ing factors both in the promotion and the defeat of the 
amendments were not so much the appropriateness of the 
matter for a central or a local legislature, but first the fact 
that in the States the Legislative Councils are a not always 
surmountable barrier to “ advanced ” legislation, while in 
the Commonwealth Parliament the Senate is a body 
peculiarly likely to be under the control of a highly organised 
party such as the Labour Party has been; and secondly, 
the desire to remove every obstacle to access to the Common- 
wealth Arbitration Court. 
At the present time the notion of “ reconstruction ” 


* Tue Rounp Taste; Vol, I., pp. 329, 500; Vol. III., pp. 537, 725. 
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involves amongst other things a vague general expectation 
of some revision of forms of government, and the almost 
unlimited powers exercised during the war by the Common- 
wealth Government have accustomed the people to the 
notion of an extended sphere of authority for the Common- 
wealth Parliament. The growth of financial burdens is 
another force which turns people’s minds towards sim- 
plicity and concentration as a means of promoting economy 
in government. When federation was brought about, it 
was contemplated that the Commonwealth Government 
would maintain itself and the services for which it was 
responsible out of a fraction of the customs and excise 
revenue, and would be able to make over the greater part 
of that revenue to the States Governments, who would also 
have available the whole resources of direct taxation and 
the borrowing power. Now, the Commonwealth Govern- 
ment takes a land tax, an income tax (with war profits), and 
death duties, and competes with and aspires to control the 
States in the matter of loans. Lastly, the arrangement 
under which the States receive 25s. per head of population 
from the Commonwealth out of the customs and excise 
revenue expires in 1920, and the Commonwealth Treasurer 
has propounded a scheme for reducing the grant out of 
“ surplus revenue ” by 2s. 6d. in each year until it is reduced 
to Ios. in 1926, at which amount he proposes it should rest 
for five years. Thus the States Governments find themselves 
attacked in all their sources of revenue, while their com- 
mitments for past expenditure out of loans remain and 
their responsibilities for development grow. In these 
circumstances it is not surprising that States Governments 
should be uneasy concerning the future, and it is significant 
that State Premiers and Ministers are amongst those who 
are talking of constitutional revision. It is natural also 
that the standpoint should be the interests of particular 
States, and the object to secure a re-adjustment favourable 
to the promotion of those interests and the removal of 
their several grievances. 
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The subject of constitutional revision thus enters upon 
a new phase. Western Australia, by way of calling attention 
to her condition, holds meetings in favour of secession. 
Her main grievance is the loss of revenue through inter- 
State free trade ; and to federation she attributes also her 
commercial and industrial dependence on New South Wales 
and Victoria. War measures have accentuated this griev- 
ance: she finds the export of her metallic ores to profitable 
markets prohibited in order to foster the development of 
Australian smelting established in the Eastern States ; the 
Commonwealth Government in the interest of Queensland 
sugar forbids her to supply her own needs by importation 
from abroad, while it is itself importing sugar into the 
Eastern States, sugar that sometimes has passed Western 
Australian ports and has to be re-shipped to reach the 
West Australian consumer. But the main trouble is 
financial. Western Australia during the Scaddan Ministry 
borrowed and spent money royally ; her gold industry has 
declined, and her expenditure designed to stimulate sub- 
stitute industries has not been markedly successful in 
attaining its end. Sentiment may talk of State right and 
secession, but a more reasoned view asks for some re-adjust- 
ment of burdens in the Commonwealth to the relief of the 
State, and a revision of the Constitution so as to ensure a 
proper representation of State interests and State point of 
view—the object which the Senate was designed to serve, 
and which it has failed to fulfil. 

Tasmania is also an aggrieved State. She is deprived of 
shipping, and she complains that the Commonwealth 
Government does nothing either to carry her fruit products 
or to establish the pool which the interests of the larger 
States were able to secure for their wheat and their wool. 
She, too, demands that the representation of State interests 
shall be a reality, even if it be necessary for Tasmanian 
members to put aside their party allegiance and turn out 
a Government ! 

The shipping grievance of Tasmania introduces a matter 
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of more general interest. The epidemic of influenza, which 
has taken a serious hold in Australia, furnished occasion for 
the exercise of the quarantine powers of the Common- 
wealth Government. Some of the States Governments, 
however, were not satisfied with the measures taken by the 
Commonwealth Government and proceeded to the imposi- 
tion of drastic restrictions of their own upon inter-State 
traffic. The action of some States Governments and the 
inaction of others have raised the feeling of State against 
State to a higher pitch than has been known for many 
years; and it is possible that, if the Commonwealth 
Government in the earlier stages had attempted to supersede 
the States, the Government of New South Wales would 
have refused to recognise its authority, and would have 
been supported by the public opinion of the State. 

The pursuit by each State of its own policy and the 
inability of the States and Commonwealth Governments to 
agree upon a common line of action have dislocated the 
whole shipping arrangements of the Commonwealth and 
produced a coal famine which has conduced to industrial 
trouble. 

The interruption and suspension of inter-State traffic by 
the acts of the States Governments raises serious questions 
of their authority to impose such restrictions in view of the 
provision of Section 92 of the Constitution establishing the 
freedom of trade, commerce and intercourse among the 
States. The decisions of the High Court leave it open 
whether the provision prevents States closing their borders 
as a measure of sanitary precaution. But in another 
respect the High Court decisions have supported action by 
the State which enables it to defeat the purpose of the 
provision. When the New South Wales Government 
acquired the whole wheat crop and thereby prevented the 
removal of any wheat from the State, even of wheat in 
transit in fulfilment of contracts already made, the Court 
held that nothing contained in Section 92 prevented the 
State from exercising its power of expropriation, although 
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the effect was totally to suspend the wheat trade from 
New South Wales to other States. When in a Queensland 
case this was carried farther, and the Court held that a 
State Government with power to acquire a commodity 
compulsorily might, without exercising the power, lay an 
embargo on the whole of that commodity in the State, there 
was a widespread feeling that the freedom of trade within 
the Commonwealth was insufficiently guarded by the Con- 
stitution, and that it was necessary in the common interest 
that this should be corrected. 

In the exercise by the Commonwealth Government of 
all powers of exceptional legislation necessitated by the war, 
the power over “ naval and military defence ” has proved 
sufficiently expansive to dispel the idea that the Con- 
stitution would prove too clumsy an instrument for war, 
and would leave the Commonwealth Government in fetters 
at a time when the utmost freedom of discretion is called 
for. When the High Court held that the Commonwealth 
Government under the War Precautions Act could fix the 
retail price of bread throughout Australia it was realised 
that so long as the war lasted there was little that the 
Commonwealth could not claim as its own sphere; and, 
indeed, the miscellaneous character of the War Precautions 
regulations suggests none of the restrictions of a federal 
system. ‘The approach of peace, however, raises serious 
doubts whether some measures which it might be prudent 
to continue or even dangerous to abrogate at once can be 
justified under the head of defence when the emergency 
of war has passed away. Federal Ministers, accustomed to 
remove every difficulty by the issue of a regulation, may 
take unkindly to a return to the old régime in which they 
will be subject to the double restraint of Parliament and 
the Constitution, and some of them view with favour the 
simplicity of the South African Constitution, which would 
at any rate relieve them of the fear that their legislation 
might be disallowed by the Courts. Unification, too, finds 
some support for the same reason that federation itself did 
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amongst those who believe that a reduction of governments 
is a reduction in the cost of government. The Labour Party 
has always leaned towards unification. 

There have been at all times many who believed that the 
federal system caused a dissipation of the political interest 
of the people, and that we have not sufficient available 
political ability to go round our six State Parliaments with 
their two Chambers and a Commonwealth Parliament. 
They believe that our capacity for self-government is 
strained by the excessive demands made upon it. The 
Australians are a singularly homogeneous people, and all 
attempts to distinguish the men of one State from those of 
another by appearance, habits, speech or outlook mark 
them the more as one people. Australia itself is thus the 
only natural basis of self-government. The existence of 
separate State Governments serves to create or keep alive 
artificial and narrow differences among them, and sets up a 
barrier to the natural unity which would otherwise find a 
complete political expression in a Commonwealth Parlia- 
ment and Government. The fact that in Victoria, the 
seat of the Commonwealth Government, the Common- 
wealth overshadows the State as ‘“‘ the Government,” while 
in other States it is the State Government and Parliament 
which are the first object of political interest to the mass 
of the people, is taken to indicate that, given favouring con- 
ditions, the Commonwealth Government would draw to 
itself the whole political interest of the people, to the great 
gain of our political life by the enlargement of our outlook, 
the suppression of particularist interests, and the greater 
attractiveness of politics to men of capacity. Excessive 
centralisation can be guarded against through the devolu- 
tion by Parliament from time to time to provincial authori- 
ties of such powers and functions as experience may suggest. 
These powers being held by devolution merely and not under 
the terms of a Constitution, political issues would become 
well defined and would escape the present bewildering com- 
plication with some of the most difficult of legal problems. 
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There are, however, strong reasons and strong influences 
in favour of the retention of the federal plan. In the first 
place, the special conditions and influences which recom- 
mended the unitary system and made it possible in South 
Africa—the native question, the dispersal of British and 
Dutch through the several colonies, and the presence of a 
large number of persons who could view the matter without 
local predilections—are not present in Australia. The 
breaking up of the great States of New South Wales, 
Queensland and Western Australia into smaller units of 
government, whether by a Constitution or through devolu- 
tion, no doubt suggests certain advantages. But the new 
units would consist of vast territories and sparse popula- 
tions, and those parts of the country most in need of 
development would be the least equipped for self-develop- 
ment. If the Commonwealth undertook to govern them 
as “ territories,” the experience of the Northern Territory 
does not encourage the experiment. Then the Govern- 
ment which undertook development would have to control 
resources—land, minerals, railways, and so forth. For the 
Commonwealth Government to sustain the different rela- 
tions which would be imposed upon it by the varying con- 
ditions of the several parts, and at the same time to act as 
the paramount Government over provincial Governments 
deeply rooted in highly settled parts of the country, would 
introduce a complexity which would severely try the 
capacity of the country both for the political and the 
administrative part of government. ‘The increased central- 
isation would attenuate popular control, and in places 
eliminate it altogether ; and the Australian administrative 
system would have to be radically altered before it would 
be fit for the multifarious tasks which such a system would 
impose upon it. The States Governments of whatever 
party would hardly be favourable to the extinction of the 
States. The State of New South Wales has never felt that 
its influence in the Commonwealth Government corres- 
ponded with its actual place in Australia; and while the 
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fact that the seat of the Commonwealth Government and 
Parliament is in Melbourne is in part responsible for this, 
the feeling would not wholly be removed by the transfer of 
government to Sydney. And the consideration that has 
so long made New South Wales or at any rate Sydney look 
upon the Commonwealth Government as essentially govern- 
ment from Victoria is no local idiosyncrasy. 

There are certain matters which according to general 
agreement call for amendment, but opinions will differ as 
to the extent of amendment. The powers over the Com- 
monwealth in matters of commerce and industry require 
extension—in commerce so as at the least to bring all 
shipping within its purview, and not merely the foreign 
and inter-State shipping to which it is limited at present, 
and to enable the Commonwealth to make a uniform 
Companies Law ; in industry, so as to get rid of the irrita- 
tion and uncertainty that arise from the artificialities 
surrounding the Commonwealth arbitration power, a 
matter which is not merely an inconvenience but a danger. 
More co-operation between the Commonwealth and States 
Governments is called for ; and while this is a matter for 
good sense and good-will in government rather than for 
an alteration of the powers of government, still in such 
matters as the assessment and collection of taxation and a 
common electoral law and administration, such co-operation 
must, as a practical matter, be provided for in the Constitu- 
tion. Lastly, the formal division of Commonwealth powers 
into legislative, executive and judicial with corresponding 
separate organs is one which accords ill with Cabinet 
government or with the modern developments of adminis- 
tration. As a general political principle the distinction is 
valuable, and is indeed essential to all free government. 
But adopted as a legal distinction, the subject of precise 
determination in particular cases, it promotes uncertainty 
only to be dispelled in nice and artificial considerations 
after costly litigation. The Commonwealth Constitution 
may here well abandon the American model and return to 
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the more familiar practice in the States Constitutions, 
where the distribution of functions among legislature, 
executive and judiciary is left to the discretion of Parlia- 
ment. This would, of course, not impair the function of the 
judicature in determining questions of power as between 
the Commonwealth and the States, a function which, 
amongst a people accustomed at once to Parliamentary 
sovereignty and the rule of law, could hardly be abandoned 
without the abandonment of the federal system. 

The Constitution provides a method for its own amend- 
ment, which—as already mentioned—has more than once 
been resorted to. It is, however, probably available only 
for alterations which are within the limits of a “ federal 
Commonwealth,” and what is the essence of a “ federal 
Commonwealth ” is a matter so uncertain that it would 
not be safe to use the machinery for any general revision of 
the Constitution. For such a general revision the proper 
course would be to recur to the method used when the 
Commonwealth was established—the election or appoint- 
ment of a Convention whose labours should ultimately, 
after approval by the people, receive their authority from 
an Act of the Imperial Parliament. Political combine with 
legal reasons to make this course expedient. The body 
charged with the work of revision should contain not 
merely the experience to be found in the Commonwealth 
Parliament and Government, but also the ability and 
experience as well as the points of view to be found in the 
States Governments and Parliaments. The Common- 
wealth Government and Parliament does not overshadow 
the States at the present time in point of ability, and its 
consideration of the subject—if the Commonwealth Parlia- 
ment were the sole constituent body—would be largely 
affected by the tendency of most authorities to favour the 
utmost augmentation of their own powers. 

One last consideration is this. Before the Commonwealth 
is in a position to determine the distribution of powers 
within its borders, it must know what its powers and 
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responsibilities are to be. The recent changes effected in 
the status of the Dominions and their relations with the 
Empire and the world leave these matters in an uncertain 
and fluid condition. What her position is to be in the 
future, and what are the tasks and responsibilities she is to 
undertake, is a matter knowledge of which should underlie 
any revision of her instrument of self-government. It 
would seem, then, that any general revision of the Common- 
wealth Constitution should await the results at least of the 
Imperial Conference, and any action that may have to be 
taken thereon. 


II. Tue One Bic Unton Movement 


HE views expressed in the last number of Tue Rounp 

TABLE as to the probable course of the One Big Union 
Movement in Australia have been justified by subsequent 
events. “ The Workers’ Industrial Union of Australia ”— 
the title adopted for the One Big Union—has not only 
developed serious internal difficulties of its own, but it 
has received only partial support from the trade unions 
throughout the Commonwealth and determined opposition. 
from the Australian Workers’ Union, whose hostility will 
probably be fatal to the present movement. About the 
middle of May the federal council of the A.W.U. issued a 
manifesto to its members, announcing the rejection of the 
O.B.U. scheme, and criticising it in scathing terms. The 
manifesto stated that the preamble and constitution adopted 
at the O.B.U. Congress were the same as those of the 
American I.W.W., with slight changes in punctuation and 
terms. Long extracts of the I.W.W. constitution were | 
taken without acknowledgment and placed on the agenda 
of Australian Trades and Labour Councils, all this being 
put forth as “ the work of the brains of the drafters ” without 
a blush. TheA.W.U. council then condemned the I.W.W. 
as a parasite upon labour, and charged it with causing only 
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bitter divisions in the movement. The council further 
declared that the A.W.U. was an advocate of the One Big 
Union ideal, but only upon Australian lines suitable to the 
circumstances and needs of Australian industrial unionism. 
The following quotation from the manifesto sums up the 
attitude of orthodox unionism to the O.B.U., and incident- 


ally claims the A.W.U. to be the true O.B.U. 


If the tactics of the “ jaw-waggers ” of other countries are to be 
pursued and persisted in in Australia (and the signs are not wanting), 
then dissension and disruption will be introduced here, and insidious 
charges of “ fakers, thieves, tools of capitalists, etc.,”” will be promis- 
cuously hurled at all union officials. We ask members of the A.W.U. 
to treat the taunts and sneers of such traducers with the contempt 
they deserve and give them no quarter. We urge the members to 
devote their time and energy to advocating the principle of indus- 
trial unionism on sane lines suitable to Australian circumstances and 
conditions ; to building up the organisation and vitalising the propa- 
ganda, and appealing to the intelligence and solidarity of their 
fellows, and not waste time in seeking to disrupt and destroy existing 
unions. The door of the A.W.U. is open to such of those existing 
unions who decide for themselves that their industrial interests can 
be better served by their inclusion in our organisation. 


One or two of the larger industrial unions, such as the 
Victorian Railways Union, have, nevertheless, declared 
themselves in favour of the One Big Union. But throughout 
the Commonwealth as a whole, the unions are generally 
apathetic, distrustful or hostile. A clear indication of the 
position is given in the fact that several of the officers of 
the O.B.U. have resigned, and that the organisation is 
having some difficulty in collecting from the unions the 
necessary expenses of its meetings. 

As was pointed out in the previous article, the opposition 
of the Australian Labour Party—the political organisation 
of the Commonwealth Labour Movement—was certain to 
be formidable. In addition to the denunciations of O.B.U. 
methods, uttered by the Labour Acting-Premier of Queens- 
land and by the Leader of the Labour Opposition in the 
Parliament of New South Wales, the Leader of the Labour 
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Party in Tasmania has spoken still more strongly in the 
same sense in his policy speech for the approaching General 
Election. The Commonwealth General Election will take 
place next year, and already the speeches and writings of 
Labour leaders give plain evidence of their desire to escape 
association in the minds of the people with anything sO 
revolutionary as the O.B.U. 

The failure of the One Big Union Movement now seems 
inevitable, and will surprise no one who follows the indus- 
trial politics of Australia. The revolutionaries are a mere 
handful, and though occasional outbreaks and widespread 
strikes seem to prove the contrary, the average Australian 
worker is no more than a moderate radical and returns to 
constitutional courses. 


Australia. June, 1919. 





SOUTH AFRICA 


EpucaTION AND EMPIRE 


T is as natural as true that education in the Dominions 

is not yet up to the level of education in the Mother 
Country. And though every year our education is ad- 
vancing, there must elapse a long period before it can be 
brought up to the level desired. Nevertheless, in one 
respect at least, the young South African is being better 
equipped for the duties of citizenship than is his fellow in 
Britain. For some years an effort, and a successful effort, 
has been made to put the study of history i in the schools 
on to the right lines. The great majority of parents who 
desire to educate their children efficiently insist on matri- 
culation at one of the three Universities ; and this matri- 
culation is managed by a joint board on behalf of the 
Universities. This Board has decided to insist in the 
study of history, first on a thorough knowledge of the history 
of South Africa, and particularly on the growth of its 
constitution ; secondly, on a study of the growth of 
Empire resulting in particular from the war of the Spanish 
Succession, the Seven Years’ War, the War of American 
Independence and the Napoleonic Wars; thirdly, on a 
study of thé great industrial revolution; and lastly, on 
a knowledge of the growth of democracy in Europe con- 
nected with the revolutions of 1830 and 1848, and the 
risorgimento in Italy. Such historical knowledge is invalu- 
able for the training of a good citizen, and those who 
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are familiar with the results of the last decade see hopeful 
signs that this knowledge is spreading year by year. There 
are many difficulties to be faced; political difficulties 
raised by that section of the people that smells “ jingoism ” 
whenever it hears the word “ Empire” used ; educational 
difficulties, due to the impossibility of obtaining experts in 
historical teaching outside the larger schools; social 
difficulties, due to the restricted horizon of many teachers 
and the ensuing narrowness of vision. But these difficul- 
ties are being overcome, and if the Board perseveres in its 
present attitude there is every hope that the young South 
African will at least have a rough historical knowledge 
sufficient to enable him to gain a perception of the part 
he ought to play as a citizen in a great Commonwealth of 
Nations. 

And it is a matter for deep thankfulness that this should 
be so now when the very foundations of the world are 
shaken by war and revolution. A great impulse towards 
far-reaching social changes is everywhere apparent. It 
cannot be stayed, but it can be directed into useful and 
healthy channels if men have the courage and the wisdom 
to face the realities of the new era. 

Since August, 1914, the South African schools have 
been sending abroad a steady flow of young men to play 
their part in the world contest, who are capable of thinking 
about the great problems that they, in common with the rest 
of the world, will have to face. It is common knowledge 
that they have played no mean part in the struggle, but 
owing to the smallness of the South African Brigade it is 
not generally realised in how large numbers they have 
responded to the call of duty. In England the nearness 
of the Western front tended to obscure the vision of other 
fronts, and to make men forget that large: numbers of 
South Africans have been fighting in German East 
Africa and Palestine. Again, even where these facts 
are not obscured, there is little knowledge of the extent 
to which men have gone overseas and taken commissions 
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in the Imperial forces at their own expense. For 
example, take the figures of the foremost schools, the 
Diocesan College at Rondebosch, the South African 
College School at Cape Town, and St. Andrew’s College 
at Grahamstown. From each of these somewhere about 
a thousand alumni have served, perhaps as many as half in 
other than South African units. From St. Andrew’s 
College alone there have been 120 commissions in the 
Royal Air Force. 

The effect on South Africa and the Empire is bound to 
be felt; for all these young men, and particularly those 
who went overseas independently, have mixed with all 
sorts and conditions of men, and have gained a wider 
knowledge and a broader horizon such as must necessarily 
strengthen the connection between their own land and 
the centre of the Empire to which they belong. For they 
possess that historical knowledge which, even if they do 
not themselves recognise the fact, is bound to give them 
power to think. The results are often to be seen in letters 
from the front. Men say plainly that they would not 
have missed the great opportunity for worlds ; that they 
stand amazed at the smallness of their former ideals, and 
even more amazed at the vastness of the possibilities that 
lie before them. And such remarks bring hope and 
strengthen faith in the hearts of those who know this 
country. These men have learned to appreciate the 
courage, the generosity and the bull-dog qualities of the 
British soldier, who formerly to many of them was a man 
in khaki prone to fling his kit about the veld. ‘They have 
learned to appreciate the stubborn will to victory and the 
equally stubborn courage in adversity of the British 
workman, who to many was little more than an underpaid 
slave. Many of them had been brought up on stories of 
the British officer and public-schoolboy, relics of his 
mistakes and follies in the Boer war, and have been sur- 
prised to find the gold that underlies the dross. And 


lastly, the hospitality and courtesy and kindliness of the 
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country gentleman who received these strangers from 
overseas as honoured guests have been a revelation to many. 
The result of it all is mutual affection and mutual esteem. 

The new order, then, starts with this bond between 
the young men of the Dominions and the Mother Country, 
a bond not altogether new but vastly strengthened. And 
it is the business of the schools and universities to do 
what in them lies to further so excellent a beginning of 
the post-war world so far as the connection between the 
partners in the Empire is concerned. 

One means of doing this is in the hands of colonial 
parents and schoolmasters. While it is right that their 
young men should be educated with those who are to be 
their friends and neighbours in after life, there is much to 
be said for sending them away from home for three or 
four years to the British universities, where they will obtain 
a breadth of vision that cannot be secured at home. The 
scheme of the great Empire builder, so ably administered 
by the Rhodes Trustees, aims at giving the pick of our 
young men just this opportunity. And the time is 
surely at hand when the older universities will do more 
towards welcoming these students from overseas, for 
instance, by abolishing the demand for Greek, a language 
very little studied in the Dominions. It is unthinkable 
that the young Colonial should be handicapped much 
longer by having to spend six valuable months in imbibing 
such scant knowledge of a language as will enable him to 
satisfy the entrance examiners at Oxford or Cambridge, 
though he is otherwise perfectly well qualified to pursue 
the branch of study which is to fit him for his work in life. 

A second means of strengthening the Imperial bond is 
in the hands of the Government in Britain. These young 
men, who have proved themselves good enough to fight 
and to command, are also good enough to be admitted on 
equal terms with British boys to the Army and Navy and 
the Civil Service throughout the Empire. This right has 
in the past been somewhat grudgingly recognised by 
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admitting to the Army and Navy a restricted number of 
boys on terms suitable to the education procurable in the 
Dominions. But if a boy goes to England to compete for 
Woolwich or Sandhurst he is not only worried by being 
faced with an examination set on purely English lines, but 
also starts with an adverse handicap of 400 marks granted 
to efficients from the Junior Officers Training Corps, but 
not granted to him, though he may have been an efficient 
cadet of many years’ standing in his own Dominion. 
Again, Rhodesia and the territories provide ample proof 
of the efficiency and zeal in administration of young men 
educated in this country; yet if such young men wish to 
compete for the Indian or Colonial Civil Service they 
are faced with the same handicap. Their education 
has been on different lines to that of the British competitor ; 
it is probably less good, through no fault of their own. 
The maintenance of standards must be safeguarded, but 
the time has surely come when steps should be taken to 
secure that the system of admission to these Imperial 
Services should be such as to enable all the young citizens 
of the Empire to take their share in the privileges and 
burdens of Empire. 

This question of participation in the work of governing 
Dependencies and Protectorates is a matter of common 
interest to all the Dominions, but of special interest to 
South Africa, and of great importance to the future of the 
vast African territories for the good government of which 
the British Commonwealth is now responsible. It is not 
only a question of providing careers for young South 
Africans or of enabling the Imperial Services to draw a 
supply of recruits from a promising source. ‘The responsi- 
bilities for native administration in the African territories 
under British rule are divided between the Government of 
the Union and the Imperial Government. The Union’s 
share of those responsibilities is now increased by the 
taking over of South-West Africa, and, apart from the 
question of the future of Rhodesia, may eventually 
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be still further increased by the taking over from the 
Imperial Government of the native territories referred to 
in Section 151 of the South Africa Act—Basutoland, the 
Bechuanaland Protectorate and Swaziland—to which the 
special provisions in the schedule to that Act are intended 
to apply. It is of the utmost importance to secure a 
community of standards and ideals between South African 
officials serving in territories controlled by the Government 
of the Union, and members of the Colonial Civil Services 
in the African territories administered by the Colonial 
Office, to which German East Africa is now to be added. 
The admission of South Africans to these services is one 
effective means of securing such a community of standards 
and ideals. Another would be the provision both in England 
and South Africa of special facilities for the training of 
men, who are to undertake the work of native administra- 
tion in Africa, in institutions where the British-born and 
the South African candidate could study side by side, and 
form friendships which would have a healthy and stimula- 
ting influence in their after careers. It may be said with 
truth that the early environment of the young South 
African in the rural districts of the Union tends to develop 
many of the qualities and aptitudes needed for the work of 
native administration in Africa, but hitherto there has 
been a sad lack of facilities in South Africa for any specialised 
training for this work. If that training can in future be 
provided under conditions which will bring the South 
African student into contact with men of his own age from 
the old country, who are seeking to fit themselves for 
similar work, each will find much that he can learn from the 
other, and the comradeship of the training camp and the 
battlefield will find its counterpart in a field of service 
where a like inspiration to heroic endeavour is not less 
needed, and may be equally fruitful in result. It is to be 
hoped that South African Universities would show their 
readiness to play an active part in any such joint scheme of 
training for the work of native administration. 
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Lastly, there is a scheme, interrupted by the war, for 
strengthening the bonds between the Dominions and the 
old country which calls for some effort and sacrifice on the 
part of the schools. To the schoolmaster, in a particular 
degree, belongs the work of seizing on the material which at 
the present time is offering itself, of maturing it znd making 
it permanent, because to him is the empire of the mind at a 
time when the mind is most susceptible to the influences 
that are brought to bear on it. This is the motive which 
led to the idea of an interchange of masters between 
Colonial and English schools. Both have much to gain. 
The Colonial schoolmaster is apt to have his intellectual 
ideal limited by the standard of local university examina- 
tions, to have too slack a conception of discipline due to 
the greater freedom of Colonial life, and to have his ex- 
perience of life and education limited to that which he has 
gained at the local school and the university which is often 
situated in the same town. The schoolmasters who have 
had the good fortune to be educated at a Colonial school 
and an English university are as yet very few. The English 
schoolmaster, on the other hand, is sometimes accused of too 
close an adherence to type and a too rigid conventionality. 
His environment tends to produce a narrow outlook and 
to leave him in dangerous ignorance of things con- 
nected with the great Dominions beyond the seas. He 
is often bound by an organisation which tends to 
hamper personality and initiative. Such an exchange 
as is proposed would do much to raise the professional 
level and the standard of education in the Dominions and 
to check the materialistic tendency to devote time at 
school mainly to studies from which some immediate 
advantage is expected. And on the other hand, no man 
could return from two or three years at a Colonial school 
and fail to do something to disperse the ignorance and 
carelessness about Colonial affairs which are too prevalent 
in English schools. He will have been impressed by the 
vigour of life and the comparative freedom from con- 
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ventionality existing in Colonial schools, and he will have 
acquired a fresh outlook and a breadth of vision which will 
make him ill content with the somewhat cramped influ- 
ences of his English class-room. ‘There are difficulties to 
be faced, particularly in the Dominions. In South Africa 
even the best schools are often small, with correspondingly 
small staffs, and headmasters will be reluctant to let 
their best men go, and it will only be of value to send the 
best. This difficulty would not be felt in the great schools 
in England, where the staffs are large and consist of picked 
men. ‘There would inevitably be financial difficulties, and 
there would probably be some reluctance in England to 
accept men with Colonial degrees. But these are diffi- 
culties which can be overcome and ought to be overcome, 
seeing that the scheme may do so much towards strengthen- 
ing the bond between the Mother Country and the Do- 
minions. 

The war has brought forth mutval appreciation and 
respect between the fighting men of British and Colonial 
birth. By the pursuit of suggestions such as have been 
here sketched, the schools and universities have a great 
opportunity of doing their part, and it will be no mean 
part, towards strengthening and making permanent bonds 
which are already in existence, based on a true conception 
of citizenship. To such a conception the old spirit of 
selfish competition is utterly foreign, because its founda- 
tions are based on the new spirit of duty and sacrifice, the 
only spirit that can help us to steer successfully through 
the troubled waters ahead of us. 


South Africa. June, 1919. 





NEW ZEALAND 


I. Tue Samoan MaAnpatTE 


HE one aspect of the peace settlement which the 
people of New Zealand had awaited with a lively 
personal apprehension was the disposal of Germany’s 
Pacific territories. ‘The ideal solution of the problem from 
their standpoint would have been one which added the 
best parts of these territories, and especially New Guinea 
and Samoa, to the British Empire without extending the 
Japanese sphere of influence any nearer to Australasia. 
But the one essential point was that Germany should not 
again be given a foothold in the Pacific, and the apparent 
unanimity of the Peace Conference on this point speedily 
relieved us of our main anxiety. The choice between 
British annexation and international control, or even, so far 
as Samoa is concerned, of American control, was a relatively 
small matter. The admission of Japan to a share in the 
fruits of victory was recognised as the inevitable result 
of her loyal comradeship in the war. With their main 
point conceded, our people are not worrying even about so 
considerable a point as this. Their only worry is that 
they are getting a good deal more than they bargained for. 
In all our agitation about Samoa the very last thing that 
we contemplated was the undertaking of any direct responsi- 
bility in regard to it. Annexation to the British Empire 
was generally desired, but annexation to New Zealand was 
not advocated nor even discussed. It was supposed that 
Great Britain would take charge of German Samoa and 
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administer it like Fiji, an arrangement which would protect 
us from a peril of the first magnitude while leaving it to 
others to bear the burden and pay the bill. To find that 
by accepting a mandate from the Peace Conference our 
leaders have saddled us with what may prove to be an 
onerous and costly responsibility has therefore come as an 
unpleasant surprise, and they have been charged with 
“a desire for the acquisition of undesirable territory ” even 
by those who share the general conviction that the exclusion 
of the Germans was a life-and-death matter. The New 
Zealand Times considers that we cannot afford to accept 
the trust ; that our failure in the Cook Islands has proved 
our incapacity to discharge it, whereas Britain has both the 
financial and the administrative resources that are needed, 
and that, failing Britain, the United States might be asked 
to undertake the work. The Auckland Star points out the 
difficulties of the coloured labour problem and its antag- 
onism to our ideal of a White New Zealand ; the Evening 
Post considers that the responsibility, though unpleasant, 
will be good for us; that having clamoured so loudly for 
the exclusion of the Germans, we cannot in decency decline 
the burden of an alternative policy, and that the only point 
on which the action of our representatives at the Conference 
requires explanation is as to whether they set up our 
claims in opposition to those of Britain. 

In an official message dispatched from London on 
April 8, Mr. Massey replied to his critics, paying special 
attention to the last point, and dealing with it as follows :— 


Mr. Massey states that he would be agreeable to a purely British 
control, but, as previously explained, the Allied Powers are opposed 
to the direct annexation of former German Colonies. Therefore, 
there is no alternative to a New Zealand mandatory control except 
the probability of similar occupation by a Power other than the 
British Empire. “This, in the circumstances,” says Mr. Massey, 
“is surely an unthinkable humiliation.” 


It is quite clear that the justification of our representa- 
tives against the charge of rushing us into responsibilities 
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of which they had not said a word before they reached 
Paris is complete if British control was impossible and 
New Zealand had to fill the gap in order to prevent a 
foreign Power from stepping in. But it is not so clear 
that this is what the explanation means, though some of 
the Prime Minister’s critics have so accepted it. Unless 
it is shown that Britain was absolutely barred by an 
attitude on the part of foreign Powers, from which New 
Zealand was exempt, our people are likely to resent the 
responsibilities to which they have been committed. But 
this does not mean that the experience will not, as the 
Post says, be good for them, or that their original pro- 
gramme, under which they would have got the benefit of 
a non-German Samoa while others bore the burden of 
administration, would really have been a more equitable 
and businesslike arrangement. 


II. Tue Licenstnc Pout 

THE licensing poll, for which Parliament made special 

provision during its last session in the circumstances 
mentioned in the June number of Tue Rounp TaBLez, was 
taken on April 10. It was unique in many respects. It 
was the first such poll at which national option, first intro- 
duced in 1910, superseded local option altogether; the 
first at which the right to prohibit was exercisable by a bare 
majority, and the first at which the principle of compensa- 
tion was recognised. In the last respect the April poll is 
likely to remain unique. Under the legislation of 1910, as 
under the local option legislation from 1893 onwards, no 
right to compensation was recognised, but in lieu thereof 
the Trade was given an interval of 4% years between the 
carrying of the vote for prohibition and the putting of it 
into operation. Pursuant to the recommendation of the 
National Efficiency Board the Act of 1918, while making 
the vote immediately effective, provided the Trade with 
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compensation for the abolition of the time limit, and fixed 
the maximum of the amount so payable at £4,500,000. 
The lead of the National Efficiency Board and the acceptance 
of the principle of compensation gave the Prohibitionists 
‘the great advantage of a large accession of strength from 
business men who had previously held aloof but now 
organised National Efficiency Leagues to fight side by side 
with the Prohibitionist organisations. But the watchword 
of efficiency for the winning of the war, which was the 
keynote of the National Efficiency Board’s report, had 
spent its force by the time the poll was taken, and the 
skilful appeal to the fears of the tax-payer which the 
advocates of the Trade were able to base upon the cost of 
compensation has probably convinced both parties to the 
alliance that the concession did them more harm than good. 
Another respect in which the recent contest was unique 

is in the interest which it excited. From 1896 onward 
the licensing polls had been taken on the day of the General 
Election in order to ensure a full vote. In recent years 
the force of this argument had been much weakened by 
the fact that interest in the licensing poll had sometimes 
dwarfed that of the political campaign. The power of 
the licensing question to attract the electors without the 
aid of the politicians was sufficiently demonstrated on the 
present occasion. Never did any campaign in this country 
excite so keen an interest, fill so much space in the news- 
papers, or induce so lavish an expenditure of money. 
The last of its unique features was the taking of the votes 
of from 40,000 to 45,000 soldiers, mostly overseas, the 
possibility that they might reverse the civilian vote, 
and the probability that they would do so unless the 
civilians polled a large majority for Prohibition. This 
is what actually happened. The result, as unofficially 
declared on the night of the poll, gave Prohibition a majority 
of 13,896. The soldiers’ votes, which began to come 
in a week later, showed a majority of nearly 4 to 1 for 
Continuance, and this proportion was pretty consistently 
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maintained. The ultimate result was that Continuance 
secured a majority of 10,362, the details being as follows : 


Civilian Soldiers’ Aggregate 
Votes. Votes. Votes. 
Continuance ss  ga,208 31,981 264,189 
Prohibition ... = 246,104 75723 253,827 
Majority for 
Continuance ... 24,258 
Prohibition... 13,896 


III. Tue Province oF THE STATE 


HILE, as is only natural owing to the prolonged 

absence from the Dominion of the party leaders, 
party politics are stagnant, yet it cannot be said that in the 
wider and original sense of the word the same immobility 
prevails ; in fact, there has hardly been a time since the 
political revolution of the early “’nineties” in which there 
has been so much subconscious ferment, and though as 
yet definite politics cannot be said to have emerged, there 
is a clear disposition to bring to light certain latent assump- 
tions that have lain behind much of our social and govern- 
mental policy in the past, and to subject them to a 
somewhat more critical analysis than they have as yet 
experienced. 

New Zealand, far advanced as she is in the direction of 
State Socialism, has never taken the trouble to think out 
her policy in this direction, or, for that matter, in any 
direction ; we have never turned the introspective gaze 
upon ourselves, and it was largely for this reason that so 
keen an observer as the late M. Metin described us as 
“* Socialistes sans doctrines.” It has been the policy of the 
country to tackle one problem after another as it rose 
into practical urgency or became a matter of political 
expediency, and in this way we have built up a great body 


of empirical legislation and precedent which, while not 
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socialistic in the more technical sense of the term, is yet 
inspired by the same desire to equalise conditions as 
actuates much contemporary socialistic aspiration. All 
this legislation has so far lacked a co-ordinated theory 
to back it; but it might for present purposes be divided 
into three classes: (a) the undertaking by the State of 
functions, mainly of an economic character, that hitherto 
in most countries have been left largely in private hands ; 
(2) the deliberate utilisation of the taxing power not exclu- 
sively or even mainly for fiscal purposes, but in order to 
attain such aims of general policy as the closer settlement 
of the land and a periodical redistribution of aggregated 
wealth ; and (c) the industrial code, purporting to secure 
and enforce industrial peace, to condition competition, 
and to mitigate the asperities of industrialism. 

In regard to the first of these lines of legislation, it is 
probable that it has all along met with the acquiescence 
if not the approval of the bulk of the people, and the future 
may witness large extensions of the scope of State or 
municipal enterprise, for, of course, from the economic 
point of view municipal activity is State activity. In 
addition to the control and operation of the so-called 
public utility services, the State, either national or local, is 
now prepared to undertake the whole range of business 
activities, from the supply of milk to the provision of a 
line of ships to carry our produce to the markets of the 
world, and it may_be said that the principle of State indus- 
trial enterprise is accepted with approval by the community, 
and that in any given case an objection turns not on the 
-principle but on expediency as regards the particular 
matter in hand. This same tendency, too, is bound to 
receive an acceleration from the ever-strengthening pressure 
of Labour opinion, for this party is a strong advocate of 
all forms of State industrial activity, and indeed possesses 
in this portion of its programme a powerful lever to 
move public opinion in its favour, while as regards the 
scope of State enterprise it certainly appears to know its 
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own mind, as the following extract from its official 
programme makes clear: 


State Ownership : 

1. The immediate establishment of a State bank. 

z. Establishment of State farms for the purpose of producing 
the people’s foodstuffs. 

3. State-owned shipping services. 

4. State control of all branches of insurance. 

5. Development of our present State coal mines, factories, 
farms, and industrial services. 

6. State control of the liquor trade at the option of the electors. 

7. The extension of the public ownership of natural utilities, 
and the speedy national control of the food supplies of the 
people. 

8. Nationalisation of the medical service and free medical attend- 
ance. 


This is, of course, a programme of extreme State Socialism, 
and is advocated, curiously enough, by the Marxian 
Socialist element in politics, though one would expect that 
State capitalism would be as repugnant to them as private 


capitalism, and, from their point of view, much more 
dangerous. The astonishing thing, however, is that, 
in recent by-elections in which Labour has contested a seat, 
for the most part successfully, the above platform, though 
open at some points to most destructive criticism, was 
apparently never attacked at all by the politicians and 
Press opposed to Labour, which might be taken to show that 
a drastic form of State intervention in industry is too 
popular in the electorates to be attacked, though, of course, 
such an inference is highly disputable. This is not to 
assume that all the enumerated demands for State inter- 
vention are regarded as practicable, but merely that the 
principle is popular, is growing in public favour, and is 
likely to be extended, while the idea of the State bank 
and State shipping line, strongly advocated by Labour, 
is certainly popular among the powerful farming interest, 
and, indeed, has recently been seriously discussed at a 
provincial conference of the Farmers’ Union, and members 
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of the National Government are hinting at a State bank. 
We may, then, take it as assured that the tendency of recent 
events is to confirm New Zealand in its bias towards 
governmental economic operations, and that such is the 
settled policy of the nation. We are not, of course, here 
attempting to assess the validity or desirability of such a 
policy, but merely to elucidate the trend of events and 
opinion. 

Coming to the second line of State economic interference, 
that of utilising the taxing power for avowedly social 
purposes, it can be predicated also with some measure of 
confidence that this policy is more popular than ever. 
For several decades it has been the policy of the State to 
impose graduated taxation on land, partly with a view to 
revenue, but chiefly to stimulate the deaggregation of 
large estates. In theory it is hard to dissent from. the 
dictum in this connection of one of our most distinguished 
living economists : 


The taxing power has often been employed to encourage industry, 
to improve taste, to benefit health, or to elevate morals, but in 
none of these applications has the desired success been attained. 
There is, therefore, a strong presumption against its use as an agent 
for remedying the inequalities of wealth. Its definite and universally 
recognised function is the supply of adequate funds for the public 
services. To mix up with one very important object another 
different and perhaps incompatible one, is to run the risk of failing 
in both. It is within the power of financial skill to so select the 
forms and rates of taxation as to secure the requisite amount without 
unfair pressure on any class, but if the ulterior effects on the distri- 
bution of wealth have to be considered, and adjustments made to 
attain particular ends in that respect, the difficulties of the task are 
enormously increased. If the socialistic regime is the goal to be 
sought, there are more direct and more effective modes open than 
the manipulation of taxation.* 


No doubt the balance of moderate Conservative opinion 
would be summarised as above, yet it must be admitted 
that the use of taxation as a weapon of policy had before 


* Bastable, Public Finance, 3rd edn., pp. 335-6. 
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the war passed, at least nominally, into an accepted political 
axiom in New Zealand, in spite of the obvious defects of 
such a course, and the whole movement has been accelerated 
by the financial pressure of the war with its insatiable 
demand for funds. In New Zealand the public revenues 
ultimately come from the source of all of our wealth, the 
land, while the large landowners are small in number, 
unpopular as a class, and therefore present an irresistible 
temptation to a worried Finance Minister in search of 
funds and unwilling to offend powerful sections of the 
voters. In view of the facts it is probable that the future 
will see this policy accentuated not only because of the 
urgent need for money, but because public opinion looks 
with a hostile eye on the large landowner holding many 
thousand acres of land, while the returned soldier has 
difficulty in securing a footing on the soil of the country 
he has suffered to defend. 

While the events of the war period have increased our 
national bias in the two directions just indicated, they 
seem to have had a disturbing effect on a third great line 
of State economic policy in New Zealand, the labour pro- 
tective code. This code is in some respects unique, in 
others similar to the factory legislation of other civilised 
lands. As far as the Factory Acts strictly so-called are 
concerned, they have never been seriously questioned, the 
obvious necessity of setting a lower limit to the competitive 
process being patent to all, but the same cannot be said 
for our system of industrial conciliation and arbitration, 
which, as the result of war conditions, has had its funda- 
mental weaknesses and real impotence rather disconcert- 
ingly exposed to the public, though the defects were well 
known to economists for a long period before that time, 
and indeed were apparent at the time of the initiation of 
the legislation. 

It is necessary in this connection to go some little way 
back, in fact, to the political revolution of the early “’nine- 
ties.” Beaten in the great maritime strike of 1890, the 
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devastating effects of which were painfully brought home to 
the whole community, the Labour leaders made what they 
now see to be the fatal mistake of trying to secure from the 
State what they should have secured by their own efforts— 
turned to the political arena, and decided to seek there 
what they had sought but failed to find on the field of 
industrial battle. Moreover, they adopted this policy when 
the condition of politics and, indeed, the economic position 
of the whole Dominion were about to undergo a great 
alteration. With the help of Labour, the Liberal party, 
under Ballance, and later Seddon, were able to seize without 
serious opposition the reins of government, supported by 
the small farmer, who was being placed on the resumed 
estates, and by the town artisan. The result of this 
co-operation was soon seen in the Industrial Conciliation 
and Arbitration Act, finally passed in 1894, with the 
primarily avowed object of preventing strikes and setting 
up a judicial tribunal to examine into industrial conditions, 
with the power, after consideration of the whole matter, to 
fix wages. 

This system was enthusiastically seized upon by the 
unions, and was very soon regulating wage conditions in 
practically all the industries of the country, while it secured 
substantial rises in wages for the men in trade after trade. 
Strikes appeared to have vanished, industry was prospering, 
and the economic millennium seemed to have appeared ; 
but the apparent success of the Court was illusory, for 
reasons that are not difficult to detect. In the first place, 
the long depression of prices, initiated in the early “’seven- 
ties,” came to an end in 1896, from which date prices have 
been rising, aided by the increasing gold supplies from the 
Klondyke and the Transvaal, while the progressive per- 
fecting of the refrigerating process enabled New Zealand 
to find a practically inexhaustible market at rising prices 
for her staples in the London market. In this way the 
country grew prosperous, there was lots of money to spend, 
industry could afford to pay the Arbitration Court wages 
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and “‘ pass them on,” and for a time contentment increased, 
but so did the cost of living. The fact is that we had been 
living in a fool’s paradise, spoon-feeding a few exotic and 
inefficient industries under the shelter of a rigidly protec- 
tive tariff, and taking no thought for the time, should such 
ever come, when we would have to operate under a cycle 
of declining world prices. 

About 1908 the transition to stern realities began to make 
itself felt, and it was seen that wages could not continually 
keep rising when, taken broadly, the economic tendencies 
of the period were against such a rise; so that when the 
workers, pinched by the increased cost of living which was 
the direct and immediate result of the policy they had 
favoured, approached the Court for further rises, which 
could not be granted, the arbitration system, far from being 
hailed as the friend of the working man, was cursed as the 
instrument of capitalistic oppression (so short is the con- 
venient memory of man), while, on the other hand, the 
employers, now looking upon the Act as a force making for 
stability, gave it a steady support, the industrial réles 
thus undergoing a complete volte face. 

It was, then, gradually dawning upon the country even 
before the war that the system was merely a disguise, and 
that behind the statute there was the real economic struggle 
in the background which the Court could recognise and 
delimit with comparative precision, but from which it 
could never depart to any marked extent. When the war 
broke out the impossibility of the Act proving a flexible 
instrument was clear ; for it began to be seen that to regu- 
late wages you must in the long run regulate interest and 
rent and profits, in short, the system pushed to its con- 
clusion means the State regulation of the distribution of 
wealth, and that is simply another word for Socialism. 
This problem, patent to economists for years, is now clear 
to the man in the street. Further difficulties have been 
caused by an Act of last session of Parliament, making it 


mandatory upon the Court to regulate wages according to 
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the cost of living. Here we seem to be back in the 
Elizabethan age, to which our own times offer many curious 
analogies, and we can in imagination see Cecil’s dispatch 
to the Justices directing them to summon certain grave 
and discreet persons, and after taking counsel with them 
concerning the plenty or scarcity of the time, assess wages 

accordingly. 

A further serious effect of the system has been that it 
has, to quote Mr. Ramsay Macdonald’s opinion, taken the 
steel out of the unions. It is never good for a man, or a 
class, or a nation, to allow others to do for it what it should 
do for itself, and in our country the present position and 
attitude of Labour present a deplorable example of this. 
There never was any advantage that the Court secured for 
Labour that could not and should not have been secured 
by collective bargaining. Lacking in real function, the 
unions got out of touch with reality, failed to develop 
business and political strategy, and became revolutionary 
and Utopian where what is wanted is the plain flat sense of 
the business man and the capacity to distinguish between 
the attainable and impracticable. The result is that the 
artificial regulative system is breaking down under our 
eyes, and Labour is not disciplined and trained to take its 
place in collective bargaining in the manner familiar with 
the English trade union. 

It is probable, in our opinion, that at no distant date 
the compulsory system will be discarded in favour of a 
variation, suitable to the conditions of the country, of the 
Whitley system, based on a minimum wage. The present 
system misses the human touch so essential to collective 
bargaining, lacks the flexibility essential for conciliation, 
and is cumbrous, ineffective, and costly. A very wide 
interest is being shown in serious Labour circles, and also 
among employers, in the Whitley system of industrial 
government, and all available literature dealing with it is 
in great demand. While prophecy is proverbially unsafe in 
matters social, a few years will probably see compulsory 
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arbitration relegated to the museum of sociological curio- 
sities. 

To sum up, it appears that the tendency of political 
opinion in New Zealand is in favour of further extension of 
State enterprise and interference, but that the excessive 
interference with industrial conditions and the artificial 
atmosphere and futile results created by the arbitration 
system will cause a revulsion in some directions and a more 
cautious application of principles in the future. The 
position of New Zealand in fact is well summarised in the 
following statement made some years ago by one of the 
leading members of the then existing Government :— 


Thought and experience have shown that in modern nations the 
system of natural liberty is not a policy of true progress; that, on 
the contrary, such progress can be attained only by limiting greatly 
individual liberty and by eliminating the struggle for a bare existence 
and removing the competition that gives rise to it. The true 
policy of progress in modern nations is not the mere protection by 
the State of legal rights, but provision by the State of the conditions 
that are essential to the welfare of the people. While the functions 
of the State must increase in area and in number if our social ideals 
are to be promoted, every increase should be jealously watched. 
Excess of social control upon the individual is as pernicious as 
excessive liberty. * 


New Zealand. June, 1919. 


*Sir J. G. Findlay, LL.D., lecture before the Palmerston North Philo- 
sophical Society, 1910. 
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